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LIABILITIES 


Govt. semi-Govt. Se- 


Deposits Current Accounts 
Contango, Advances Securi- Cheques 

Guarantees Acceptances for 
Staff individual Retirement Ac- 

Unearned Discount other 

unearned Income 1,623,206,079 


Customers’ Liability for Gua- 


277,112,387,08 


Special guaranteed Accounts 11,652, Accounts special 
Bank’s Securities 

staff Assistance Retire- 


Assistance Retirement 
Fund-Securities deposited 
the Bank Guarantee. 


327,895,500,390 


AUTONOMOUS SECTIONS FOR SPECIAL CREDITS 


SECTION FOR CREDIT MEDIUM AND MINOR INDUSTRIES 
Capital and Government Guarantee Fund 2,297,100,000 


SECTION FOR HOTEL AND TOURIST CREDIT 
Aggregate Capital and Reserves 410,784,991 
SECTION FOR CO-OPERATIVE CREDIT 


Capital 500,000,000 Government Guarantee 2,000,000,000 


SECTION FOR MORTGAGE CREDIT 
Aggregate Capital and Reserves 252,454,962 


SECTION FOR CINEMA CREDIT 
Aggregate Capital and Reserves 453,398,521 
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SUMMARY 


his article International Economic Equilibrium and Foreign Exchange Rates 
Prof. Robert Mossé takes decisively critical position with regard monetary 
devaluations remedy for the disequilibrium international payment accounts. 

The makes theoretical examination the effects exchange rate variations 
under fully planned economy, socialist economy based price mechanism, 
free quasi-free economy, and under mixed system; and support his thesis 
discusses the practical results obtained, comparing the variations exchange rates 
Great Britain and France during the inter-war period. his opinion the favor still 
enjoyed the system currency devaluations undoubtedly tempting method for 
the government partly due tenacious delusions still surviving spontaneous 
automatism, and partly vested interests that find devaluation profit opportunities. 


The New York Times March 1950, has called attention new plan for 
medium-term financing international trade that does not require the use dollars, 
plan developed group European bankers consultation with experts the 
United Nations Economic Commission for Europe: 

The basic idea which originated with Prof. Pasquale Saraceno tie 
together the spotty but growing idle potential the mechanical industries Western 
Europe, the unemployed man-power and the considerable idle resources short and 
medium-term capital Switzerland and possibly other European countries. The key 
the plan the introduction new medium-term credit instrument that would bear 
the combined guarantee the importing and exporting countries’ banks (or even the 
governments) and, upon endorsement neutral banking institution, could redi- 
scounted the capital market Switzerland, Belgium, some other country where 
medium-term funds are readily available 

The economic justification for using new credit finance production for export 
such means that the plan would not inflationary. Because confined industries 
with unemployment and idle plant capacity, and because only part the increased 
exports would without immediate return through imports, the dangers ordinary 
credit expansion finance exports would avoided, the sponsors believe. This the 
major point selling the the cautious Finance Ministers who are alert the 
recently curbed inflation their monetary systems 

Prof. Pasquale Saraceno, with the kind consent the Economic Commission for 
Europe, has accepted our invitation publish his plan. presented here, except for 
slight retouches, its original form study prepared 1948 connection with 
discussions which took place the Permanent Economic Committee the World 
Federation United Nations Associations (WFUNA), under the title: The Develop- 


ment Export Trade European Industrial Products and its Financing 


the article American Foreign Investments Dr. Marcus Nadler reexamines 
realistic ground the much debated problem private American investments abroad. 
The analysis the past experience and the present difficulties and worries the 
international field leads the define the present attitude American investors 
conservative terms. this basis does not appear likely prof. Nadler affirms 
that the near future will witness any substantial outflow capital from the United States 
foreign countries the form long-term loans sold individuals institutional 
investors. outflow private capital from the United States will almost exclusively 
the form direct investments But direct investments abroad are also handicapped 
present the uncertain political and economic conditions prevailing the world 
Given this situation, Prof. Nadler believes that flow private capital from the United 
States foreign countries during the next years not likely very large. 


* 


this article the Congruence Exchange Rates under System Bilateral 
Trade Dr. Gioacchino d’Ippolito makes contribution the problem recently raised, 
Prof. Bresciani-Turroni and Prof. Gini, about the concordance direct exchange 
rates and cross-rates under system bilateral trade. 

The summaries the two theses and illustrates their terms. goes back the 
solution given Walras and calls attention the additional unnecessary hypotheses, 
whose introduction into the demonstration have given rise divergent conclusions. 

The article followed some remarks Prof. Bresciani-Turroni, Dr. 
reply, and comment Prof. Gini. 


* 


the survey Recent Trends the Geographical Distribution Italy’s Foreign 
Trade 1938-1949», Prof. Pietranera sets forth and comments the figures and 
respective index-numbers relating Italian foreign trade from 1938 down the end 
1949. calls special attention the distribution imports and exports monetary 
areas and political zones, and relation the relative importance the principal 
countries dealt with. The comparison drawn between the period from January 
September 30, 1949, with the corresponding periods 1948 and 1938, allows the 
note the growing centralisation Italian trade the European Continent, trend 
that appears have been consolidated since the currency devaluations September 1949. 

The note closes with critical reference the policy financing exports and its 
actual weight. 


The Banca Nazionale del Lavoro assumes responsibility for opinions facts stated authors 
whose contributions are published the present Review. 
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International Economic Equilibrium and Foreign Exchange Rates 


ROBERT MOSSE’ 


The series monetary devaluations 
hastily made September and October 1949 
were accepted some decisive remedy 
for the disequilibrium international payment 
accounts. Personally, inclined believe 
that they were more less consciously inspired 
tenacious illusions spontaneous auto- 
matism, and that their efficiency less than 
their advisability very doubtful. certain- 
too soon for forming definitive judgment 
and would premature make study 
the practical results secured. Twelve months 
least will needed before the statistical data 
will available. But not too late 
attempt describe the problem the relations 
between foreign exchange rates 
ational economic equilibrium they present 
themselves the economic life the middle 
the century. 

the first decade following World War 
the data the problem were comparatively 
Many currencies were 
convertible into gold, but free market for 
foreign exchange was everywhere operation 
with the exception Russia. Economists 
were interested the influence the rise 
exchange rates domestic prices and 
the foreign trade single country. They 
were wondering whether the spontaneous 
fluctuations exchange rates tended restore 
the balance foreign trade and interna- 
payments. the case Governments, 
their chief anxiety was restore the conver- 
corresponding that their natural equi- 
from the standpoint 
analysis, the characteristic feature 
the situation then existing compared that 
today was the simplicity the working 
hypotheses: the legitimacy exchange oper- 


ations, the unity foreign exchange rates, 
the atomization transactions, the free for- 
mation prices, the freedom enjoyed 
industry, commerce and labor within the 
several countries and their international 
relations, the uniformity means payments. 

This theory badly needs reconstructed 
the basis new hypotheses. But 
not aim high. this paper shall first 
give some explanations the concept inter- 
national economic equilibrium. Then shall 
examine whether devaluation can exert 
effective influence this equilibrium. Finally 
shall submit some remarks the ex- 
pediency devaluation. The subject certain- 
new one. But the original feature 
will view the economic relations the light 
the conditions prevailing under the several 
regimes: planned economies, free economies, 
mixed economies. 


The Several Notions Equilibrium. 


equilibrium certainly not mean refer 
that succession monetary equilibria bet- 
ween the several demands and supplies 
foreign exchange that could theoretically exist 
ideally perfect exchange market (1). 

such hypothesis adjustment could 
constantly secured, the stock-ex- 
change, varying the exchange rate. Now-a- 
days one would venture contemplate 
such mechanism working freely, for the very 
simple reason that the instability would 
self too serious evil. Given the im- 


(1) Such market would have nothing common with the 
gold-standard whose essence price block imposed 
ceiling and floor very near each other (the gold points). 
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portance the capital eager for mobility and 
the almost unlimited extensibility the demand 
(or supply), the movements the exchange 
rates necessary secure equilibrium might 
wide give rise deep psychological 
and social reactions. would moreover 
impossible think satisfying all the whims 
the market demand for foreign exchange, 
which are far from the needs economic 
equilibrium mere sexual desire from the 
need procreation. While the Government 
should respect certain requirements needed for 
the perpetuation the species, not bound 
organise prostitution! 


Another error would confuse 
the notion economic equilibrium with that 
the equilibrium the balance payments. 
has become almost platitude say that 
international payments are always balanced. 
This mere book-keeping notion, such 
debits must necessarily equal the credits. 
What not paid owed, and this means that 
credit has been granted, and this credit 
the item which when placed the asset 
side the balance-sheet makes the sum equal 
that entered under liabilities (2). 


When once these two false notions have 
been discarded, seems some that the real 
aim pursue attain the balance current 
operations, considered cash account 
(compte d’exploitation), including neither loans 
granted taken. The ideal would that 
normal receipts from abroad each year (for 
exports, tourist expenditure, freight rates, in- 
surance, commissions, accrued interest and 
dividends, remittances from emigrant workers) 
should offset the debts arising also from cur- 
rent transactions. 

This notion has the advantage being 
clear and logical; there however marked 
tendency consider too narrow. has, 
indeed, been noted that the long run the 
balance country’s current transactions may 
close with deficit without giving rise any 
drawbacks, provided this country receive 
steady inflow foreign capital investments. 
Part the current transactions (imports) would 
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then only the reflection manifestation, 
the world real goods, the movement 
capital; otherwise said, the flow capital 
would take the form merchandise not paid 
for out current revenue. 


Historical experience perhaps invites 
accept normal equilibrium implying 
movements long term capital (3) 
direction only and over long periods. Theo- 
retically, the movement capital not 
nature for settling deficit; may transfer 
productive forces. the XIXth century 
European workers went fertilise the resour- 
ces the United States; that also was transfer 
productive forces. Nevertheless, the case 
the capital», connection exists 
between the capital and the capitalist (who 
may small saver). means must 
fore found for securing the transfer the 
future income and amortisation payments, 
and this necessarily implies more less 
distant future the purchase the creditor 
goods services, else new loans. But just 
the «labour has gradually settled 
down and has acquired the habit spending 
its income the spot, not incon- 
ceivable that the «factor capital» may 
likewise. 

are thus led consider, perhaps over 
period decades, economic balance 
allowing regular influx capital Ame- 
rican origin. This economic balance, midway 
between the balance payments and the 
lance current transactions, would include 
all the truly economic transactions, includ- 
ing movements private capital 
and would exclude only transactions with 
nature (4). 


(3) one adheres this view difficult draw 
distinction between private and public capital, 

(4) feel some hesitation the case gold 
generally admitted that they offer one way settling the 
deficit and sometimes they even express its measure; nevertheless, 
the case gold produced the exporting country, they are 
export merchandise, and the case sums drawn 
the reserves they not represent heavier loss 
than that caused disadvantageous exports; the case 
reduction national capital there fundamental differ- 
ence between them and the acquisition national securities 
foreigners. And since shipments gold have ceased regulate 
the volume internal instruments payment, there 


One may then ask how all this will 
settled the long run. certainly not 
share the optimism Keynes whose opin- 
ion the question one importance be- 
cause «in the long run are all 
But looking the far future know that 
there are many unforeseeable events 
various kinds the history nations that 
may well consider possible the advent 
phenomena that cannot even imagine 
today, which would enable the debtor countries 
settle their obligations. Who could have 
supposed about 1875 that the United States, 
then debtor country, would find petroleum 
important source external revenues? Who 
could have foreseen the importance the rubber 
plantations would attain Indo-China and 
the Malay peninsula? would foolish for 
start worrying half century ahead! 


Even conceived this elastic way, 
the equilibrium the economic balance far 
from covering the whole problem the equili- 
brium international relations; undoubtedly, 
balance desirable condition, even perhaps 
necessary one, but cannot ultimate 
aim, Present day worries must not make 
lose our sense perspective. What would 
the value equilibrium obtained limit- 
ing the volume business? parity re- 
ceipts and expenditure secured selling much 
very low price and buying little exor- 
bitant prices? equilibrium that would 
perpetuate great differences real living stand- 
again equilibrium accompanied 

must not, therefore, lose sight the more 
distant horizons which are: 


(a) the volume and growth trade; 


(b) the equitable distribution the trade 
benefits between the several countries; 


ing standards; 


(d) the parallel economic progress the 
several regions. 


why they should given place apart, therefore 
deem preferable include gold movements the economic 
balance. making estimates, account must undoubtedly 
taken the possible exhaustion the metallic reserves, but 
the problem similar that exports minerals, the 
which are drawing end, 
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The equilibrium would lose all meaning 
considered without reference these yet more 
fundamental problems. 


Lastly, when seeking for equili- 
brium, account must taken the subdivision 
the economic space. the credit balances 
held certain countries are not transferable, 
and consequently cannot used settle debit 
balances with other groups, each country 
faced separate problems equilibrium with 
the dollar area, the sterling area, and forth. 
not enough have general equilibrium; 
one must hold enough hard currency credits 
allow settling dollar debts. For each 
area there are problems internal settlements 
and problems settlements with other areas. 
may nevertheless hoped that this problem 
will settled great extent the near 
future. 


The problem equilibrium may 
tackled with through different methods. The 
desired recovery equilibrium may passiv- 
ely awaited the spontaneous outcome 
circumstances. may sought direct 
measures for stimulating suitable trade currents 
(reduction customs duties, export bonuses, 
organised marketing (5), government purcha- 
ses, etc.), encouraging private invest- 
monetary mechanisms (7), again recourse 
technological improvements (increased prod- 
the following pages shall 
examine exclusively the devaluation 
reequilibrating process. 


The Efficiency Devaluation. 


One the most significant advances 
made economic science recent years has 
been the repudiation the fiction homo 


(5) Steps are now being taken the United States open 
international Fairs which foreign countries may exhibit their 
products and make them known the American public. 

(6) The American Government has proposed Congress 
that sort credit insurance organised favor the 
loaners American funds, thus guaranteeing the convertibility 
into dollars profits accruing abroad (Charles Sawyer, Secretary 
Commerce, United Nations World, January 1950, 

(7) For instance, the European Payments Union, Mil- 
haud’s Clearing Plan, 
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cuum, favor differential analyses which 
make known and understood the various 
inter-relations corresponding different envi- 
ronments and different systems. modern 
study the effects exchange rates variations 
must examine what occurring (or what might 
occur) fully planned economy, free 
economy and under intermediary mixed 
system (it course understood that each 


Under fully planned economy, 
now practiced and its present stage the 
Soviet Union for instance, the authorities esta- 
blish physical plans for imports and exports 
keeping with the general plan. The Foreign 
Trade Department deals with foreign countries 
exclusively through foreign currencies. The 
balance foreign transactions depends partly 
world prices, which escape almost entirely 
the control the Department, and partly 
the quantities bought and sold, which depend 
the plans laid down expressed phys- 
ical terms, that variations exchange rates 
should have influence. its dealings with 
the home country, the Foreign Trade Depart- 
ment pays the national currency for the pro- 
ducts exports, and paid also the 
national currency for the imported commodi- 
ties sold the concerns that use distribute 
them. the plans are compulsory plans 
for delivery for, export, plans for the use 
theory modify the rate exchange with 
view encouraging discouraging exports 
imports, the decisive factor for the internal 
undertakings, which are State agencies, the 
plan and not the price. The Foreign Trade 
Department can freely detach domestic from 
foreign prices and can, need, manipulate the 
domestic prices stimulate the diversion 
products for export discourage the demand 
for foreign equipment. 


11. The situation would different under 
and make use scientific 
calculations (8). With this for premise, im- 


(8) See Essai d’une théorie socialiste des 
échanges internationaux, Economia Internazionale», August, 


1949. 


ports and exports would determined 
comparison between domestic and foreign 
ces; conversion rate would therefore 
the number national units given 
received exchange for unit foreign 
money, would modify all calculations 
all imports would seem less advantageous and 
all exports more so; this would amount alter. 
ing the standard used the planners draw. 
ing their plans. Acting through 
ministrative machinery and through calculating 
machines, the effect the devaluation would 
automatic and foreseeable, just decree 
lowering the retiring age for government em- 
ployees leads reduction their numbers 
which can easily calculated advance. 
should however noted that the reactions 
foreign demand, apart from the export plan, 
leave margin uncertainty. 

Thus planned economy may insensitive 
devaluation (authoritarian pattern) very 
sensitive (monetary pattern). These con- 
clusions though opposite are not contradictory. 
Under managed system, the export and 
import plans may based considerations 
other than those comparative prices (technic- 
al, political, and other reasons), which case 
devaluation has sense. else the decisions 
are taken result calculations which 
the rate exchange plays the part the 
cient; and the effect change the coeffi 
cient mathematically certain... provided the 
public Administration perfect piece 
machinery. 


12. free pseudo free economy, 
the classical theory supposed that free 
tition existed even between countries, and that 
business men reacted swiftly and vigorously 
price changes; hence the deduction that deve 
luation must reduce imports, which will become 
too expensive terms the national currency, 
and must encourage exports. now know 
that economic life not elastic 
the precise adjustments needed. Even 
free economy, technical exigencies psycho 
logical and social inertia hinder adjustments 
the structure exchanges. 

the case imports, the rise the 
the American product, for instance, 
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not suffice assure its replacement French 
product which perhaps does not exist (for 
instance petroleum). And difficult find 
replaceable marginal products period when 
imports have already been reduced essen- 
Moreover, pressure favor replacing 
foreign imports national goods not ex- 
ercised the higher prices following 
variation the rate exchange can charged 
the home consumers. 
ween producers the mere passive attitude 
consumers, facilitate these developments, 
more especially times inflationary pressure. 
This leads price rises that have tendency 
become general and spread like conta- 
gion, preparing the ground for new monetary 
mishaps. 

the case exports the important thing 
ascertain whether price fall terms 
foreign currency following devaluation, will 
increase the volume sales abroad such 
extent imcrease receipts foreign ex- 
change. foreign demand elastic enough? 
Many studies have been made this matter (9) 
but convincing evidence have been adduced. 
far from certain that proportional reduc- 
tion the prices all export commodities, 
increase the total receipts foreign ex- 
change. the case certain products devalua- 
tion may perhaps bring about change the 
sources supply (for instance, England pur- 
chases silk fabrics Italy rather than France). 
This mere phenomenon competition, 
which transfers the difficulties neighbor, 
and may offset reprisal devalutions. 
secure decisive evidence, the elasticity the 
total demand importing countries should 
measured, and, for the time being, the major 
question the elasticity the American de- 
mand. must not, moreover, forgotter 
that devaluation also lowers the prices those 
products for which there was normal demand 
former prices, and whose case the general 


(9) Some Measurements the Elasticities 
Substitution, Review Economics and Statistics 1946, 
109; International Comparison Demand for 
Imports, Review Economic Studies, 1945-46; the works 
(University Leeds); Brown, International 
Equilibrium and National Sovereignty, Report the Permanent 
Conference High International Studies, Paris, 1949. 


price fall will result only reduction 
total receipts (10). 


13. Considering the exports country 
whole will now bring forward few 
figures which will allow comparison between 
French and British exports over the period 
1913-1948 (see Tables and The comparison 
interesting shows the alternate phases 
the depreciation one currency and the 
stability the other, and spreads over period 
considerable length (11). 

EXPORTS FROM FRANCE AND FROM GREAT BRITAIN 
(1913-1938) 


(millions gold dol- 
lars former parity) 


Periods 


Great France 
Britain 


| 
Period: 1913 1928-29 
(Sterling parity maintained) 
(Franc devalued 80%) 

1,989 

| 


45.5% 


Percent. change exports 


2nd Period: 1928-29 
(Pound sterling devalued) 
(Franc parity maintained) 

1928-29 
Percent. decline exports 


3rd Period: 1934-35 1937-38 
(Pound sterling maintained) 
(Franc devalued) 


Percent. increase exports 


3,534 
65.7% 


653 
1,441 541 
17.2% 


Sources: World Trade Survey 1932 and 1935; Statistical 
Yearbook the L.O.N., 1938-39, 219. 


the period between 1913 and 1928-29 
the franc had depreciated the ratio 
while the pound sterling had been brought 
back its former parity. Much has been said 
the British depression during this period, 
the stagnation British export industries 
and the brilliant recovery France. The 
figures, however, show alike growth ex- 
ports: for Great Britain, for 


(10) England was aware this danger, and after the 
September 1949 devaluation the prices products for which 
there ready market were once raised, 

(11) When immediate results are disappointing, the partisans 
devaluation tell too soon judge! must wait 
for the results become apparent». Our tables supply 
answer! 


l- 
n 
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France. admit that the depreciation 
the franc leaves slightly higher margin 
growth France. But this the only case 

Praise has often been lavished the deva- 
luation the pound sterling 1931 while 
the same time France was blamed for her 
absurd attachment the gold block Ne- 
vertheless, during the second period find 
that the fall British exports was 
almost the same that French exports 
take into account the margin 
uncertainty that accompanies the figures, 
find that the exports the two countries, 
that which devalued its currency and the 
other which upheld its parity, suffered just the 
same fate. 

The third period offers 
good example the drawbacks deprecia- 
tion. France, who has devalued her currency 
several times, sees her exports fall 17.2% 
while the same time British exports increase 
17.4%. 

Let now look the post-war data (1938- 
1948). Except for slight readjustment the 
beginning the war, the pound sterling 


EXPORTS FROM FRANCE AND FROM GREAT BRITAIN 


ari 

Periods 

Great 

Britain 


Period: 1938 1947 and 1948 
(Pound sterling maintained) 
(Franc devalued) 


2,573 876 
4,859 1,787 
1948: 


Sources: International Financial Statistics. The data are not 
comparable with those Table 


stable. the other hand, the franc falls 
one tenth its pre-war value. compared 
1938 British exports have increased 
and French exports 128%. The country 
which devalued lost slightly ground. The loss 
much more marked from 1947 1948 (in 
January 1948 the franc suffered serious ampu- 


tation): while French exports increased 
only there was increase the 
case British exports. 

These figures are certainly far from offering 
definite evidence. cannot carry out 
real experiment unless can sure that 
all the other factors influencing the case remain 
unaltered. Phenomena other than those 
devaluation may have been work. Never- 
theless, these data allow drawing significant 
presumption. From 1913 1929 England did 
fairly well the field exports under 
régime stability, nay even 
From 1929 1935 France was not injured 
her attachment parity. And the two last 
periods England, with stable pound, deve- 
loped her export trade much better than did 
France with her tottering currency. 

The first results the devaluation the 
pound sterling September 1949 again con- 
firm past experience. January and February 
1950 British exports only amounted 961 mil- 
lion dollars, instead the 1,236 million 
the corresponding period 1949. Sir Stafford 
Cripps, declaring his Budget speech that 
exports had increased volume, impli- 
citly recognised the inefficacy the devaluation. 


14. Probably the other items the balance 
freight rates, bank and commercial com- 
missions, tourist trade receipts, etc. are less 
sensitive exchange rates than are commo- 
dities, for they depend less prices than 
certain structural institutional factors. 
receive freight rates for oil coal one must 
have special fleet tankers and bunkers. 
The receipt insurance premiums depends 
the possession special organisation, 
capital, trained staff, offices, assured 
tation, and clientéle. receive tourists 
country must provided with tourist 
roads with well rail- 
ways, hotels, certain general standard 
honesty, and also resorts, monuments, 
seums. Devaluation not magic wand which 
will command St. Mark’s Basilica rise 
will spread out sheet turquoise blue water 
between two wooded mountains. 

the movement capital, monetary 
insecurity, revealed aggravated 


International Economic Equilibrium and Foreign Exchange Rates 


tion, certainly not likely encourage foreign 
capital investments. 


15. devaluation ineffective under 
free quasi free economy will still more 
under mixed system. 

The imports made under purchasing 
investment plans are not affected devaluation 
and could reduced direct government 
decision. Private imports, regulated quotas, 
will only affected devaluation should 
lower the demand below the fixed quotas; but 
here more rapid result would secured 
reducing the quota raising the customs’ 
duties. clandestine imports (or parallé- 
les» imports) made with the assistance 
«black exchange market, they are obviously 
unaffected change the official ex- 
change rate. 

Exports arranged under bilateral agreements 
between governments, especially those fixing 
deliveries and providing preference quotas, can 
hardly affected change the rate 
exchange. the case private exports, deva- 
luation modifies the ratio between the internal 
and the external prices the advantage the 
latter. affords least inducement ex- 
port, and necessary allow reduc- 
tion prices quoted foreign currency. 
Nevertheless, the administrative formalities re- 
quired under mixed economy, both the 
exporting and the importing country, lead 
discouragement that devaluation often fails 
overcome. addition this, all the diffi- 
culties arising from demand elasticity are again 
the fore. 

the case foreign capital, probably 
more affected institutional conditions (natio- 
nalisation, price control, profit control, etc.) 
than the attraction profits. Guaranteed 
convertibility dividends and sinking fund 


will certainly more attract than deva- 


16. This analysis leads the general 
conclusion that devaluation instrument 
mediocre efficiency restoring economic 
balance. And worse still and shall now 
dangerous procedure for the country which 
allows itself caught its toils, 


17. Viewed from national standpoint 
devaluation may times have seemed but the 
legal recognition facto situation; thus 
bringing close phase instability and 
renewed confidence (case France 1928). 

Unfortunately, since then the general atmo- 
sphere has changed. Continental Europe 
least government-decreed devaluation, the 
mere fear one, acts itself motor which 
sets going psychological processes leading 
harmful results. Any official variation ex- 
change rates sufficient induce traders and 
manufacturers raise their prices with consent 
the public; the market supply artificially 
curtailed the storing commodities 
expectation further rise; similar expecta- 
tions stimulate demand; the trade unions ask 
that wages raised; exporters conceal 
the foreign exchange they receive. short, 
devaluation leads reduction the purchas- 
ing power the currency the home market, 
and this time will lead further devalua- 
tion, and on. free economy course 
more sensitive these phenomena than 
fully planned economy, but this respect the 
psychological and political atmosphere more 
important undoubtedly than the differences 
economic system. 

Moreover, devaluation modifies the internal 
distribution economic activities favour 
the industries working for exportation. rise 
the rate which foreign currency ex- 
changed for national currency raises profits over 
night, even the sale prices quoted foreign 
exchange fall, and even there increase 
the total receipts foreign bills. other 
words, profits rise even devaluation does 
nothing rebalance the economy. Assuming 
that there increase the physical volume 
exports, means certain that, under 
modern conditions production, this will 
entail proportionate increase employment, 
and may that the workers employed 
exporting industries will fail secure fair 
share the advantages the devaluation. 
Indeed, feared that the principal 
result the devaluation will higher profits, 
and this perhaps the deep-seated reason for 


] 
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the pressure exerted favor devaluation. 
The exporting industries have managed win 
the favor the public, parliament, and 
the Government the pretext that they help 
secure the balance international payments. 
But should enquire whether they may not 
sometimes run counter the national interest. 
Unfortunately, are not able definite 
effects devaluation the distribution 
incomes within the country and the part 
plays means profiteering have been 


but little studied. 


18. From international standpoint, 
economists have long been concerned with the 
problem foreign exchange relations. Inter- 
enables each country receive more than 
gives. Now, the purpose devaluation 
enable sales made lower price, thus 
modifying the ratio exchange the detriment 
the country that devalues. the time 
the great German inflation 1923 there was 
complained the loss wealth. 

Should the pound sterling let suppose 
quoted tomorrow one dollar instead 
three, that would mean that the Americans 
could acquire for one dollar what cost them 
yesterday three, and that their side British 
goods, which were exchanged for three dollars 
worth American products, would have their 
purchasing power reduced two thirds. The 
exchange would thus made the basis 
butter, instead before the basis 
ounces tea for ounces butter. This 
would lead therefore refuse remedy 
consisting supplying creditor country 
admittedly rich with larger quantity 
goods return for fixed quantity delivered 
it. devaluation means sell reduc- 
tion, can the best policy for country 
endowed with scanty resources adopt? and 
how far would this reduction have car- 
ried, order sell country where wealth 
abounds 

Moreover, the purpose devaluation 


often that increasing receipts the detriment 
another competing country whose expoits 
and activity will decline, the cost 
certain industries the importing country. 
Will this lead general advantage? One 
country may thus restore its economic balance, 
but the situation the others will worsen, and 
they will then tempted defend 
shall then witness rush devalue and 
raise protective tariffs. This precisely what 
the Bretton Woods agreement wished avoid, 
Unfortunately, hostility State-managed eco- 
nomy made devaluation appear the lesser 
thus reached the series devaluations 
made 1949. 

Devaluation undoubtedly tempting me- 
thod for Government try. For easier 
draft bill four lines than organise 
efficient exchange controls, develop trade ex- 
services, induce thousands 
turers and traders give old routine 
methods, attract millions foreign consumers, 
modify fiscal systems, establish system 
bonuses which weigh the budget! easy 
understand how governments 
ments allow themselves slip down 
encouraged soon forgiven public opinion 
which influenced the small group those 
who benefit devaluation. 


The economist should alert public 
opinion the dangers devaluation. 
useless because under the 
now force cannot succeed restoring the 
desired equilibrium, and also dangerous be- 
cause increases monetary instability, troubles 
peoples’ minds, increases unjustly 
few, makes international exchanges more 
costly for the poor countries and sows 
tional discord. But the economist wil! only 
listened can point another path 
which can other than that internatio 
nal economic cooperation sincerely aiming 
improving the organisation 
trade (12). 


Economia Internazionale January, 1950. 
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Pre-conditions for the restoration more balanced western European Credit 
needed order make possible the expansion European exports, International private long-term 
loans are impracticable the present. Maturity international loans linked with the readjustment 
process the balance payments. What credit may granted the country importing equipment 
goods. whom should the credit extended. Participation the exporting country the 
financing. Participation third party the financing. The currency adopted for the 
operations. 10. Possible intervention the U.N. 11. Basic features the operations. 12, The risk 
problem. 13. Development operations and connected capital requirements the case constant 
flow exports. 14. Development operations and connected capital requirements the case 
increasing exports. 15. Structure the proposed institution. 16. credit mechanism mixed 
type present needed meet both the requirements State action the economic field and the 
private character the market capitals and the instruments through which such market operates. 
17. The desirability gradual passage from the forms capital transfer based prevalently relief 


political considerations, forms based prevalently economic valuation. 


Pre-conditions for the restoration more 
balanced western European economy. 


The world economic situation charac- 
terized two facts: 


(a) the under-developed countries have 
small payment capacity and, therefore, cannot 
obtain adequate supplies the equipment they 
need for the development their natural 
resources; 


(b) the countries western Europe have 
their natural resources that their only possibility 
expanding their national incomes and res- 
toring the balance their international ac- 
counts lies the development their industrial 
production and exports. 

Given this situation, the recovery the 
countries under (b) and the expansion which 
industrial goods, does not proceed simultaneou- 
sly with the development the capacity 
the countries under (a), the industrial invest- 
ments which are being made the industria- 
lized European countries are danger 
remaining inadequately utilized. This situation 
already making itself felt number 


European countries and threatens become 
even more serious the present modernisation 
and development plans are carried out. 

The rehabilitation world economy and 
rapid conclusion the period foreign 
assistance western Europe are therefore con- 
tingent the complementary development 
the production and exportation of: 

(a) industrial products, especially equip- 
ment goods, the part industrialized 
European countries; 

(b) primary goods the part the rest 
the world. 


Until both these flows have organically 
developed, adequate social and economic 
equilibrium will hardly attained. Some 
European countries will remain chronically 
debtor position toward some their trade 
partners and equally chronic creditor 
position toward others; stocks unsold goods 
will accumulate, production capacity will 
remain partly unutilized, unemployment will 
tend increase and any mechanism mul- 
tilateral compensation, however cleverly contriv- 
ed, will prove inefficient long the un- 
balance international exchanges will find its 
cause permanent production insufficiencies. 


a- 
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conclude, the readjustment the eco- 
nomy industrialized European countries can 
only reached world economy rapid 
and continuous expansion, able absorb not 
only the surplus industrial production North 
America but also increasing quantity 
industrial goods produced western Europe. 
possible stagnation the development 
world economy will affect western Europe 
more than the United States. Western Euro- 
pean industry, indeed, handicapped for three 
reasons: has higher costs, lower technical 
level and not position grant credit 
foreign buyers. Consequently, its competitive 
position the world market weaker and 
this dooms western European industry the 
case its export outlets decrease even only 
fail expand. Moreover, since western Europe 
dependent exports more than any other 
region, clear that its interest progres- 
sive world economy relatively greater than 
that any other country, the United States 
included. 


Credit needed order make possible 
the expansion European exports. 


the two flows described under were 
simultaneous, the rehabilitation western 
European economy would balanced, expan- 
ding and, one might almost say, automatic 
process. 

Actually, one must consider that: 


(a) the exploitation natural resources 
is, rule, slower process than the further 
development industrial production, and; 

(b) the exploitation natural resources 
shortage equipment. 


cannot therefore expect that the outlet 
markets European industrial production can 
automatically develop the point required 
for absorbing the industrial production which 
these markets need and which the European 
countries will able supply and must 
able export order restore the balance 
their international payments. 

Thus, one process will fail keep pace 
with the other and such mis-timing can have 
grave consequences for the rehabilitation 
world economy. 


Indeed, western Europe’s industrial produc. 
tion would not find adequate outlets; these, 
turn, could not created the lack 
the necessary equipment would preclude 
increase the production primary goods 
offered payment for imports industrial 
goods. 

Only the resort credit can provide the 
means for overcoming such dangerous sta- 
lemate. 


International private long-term loans are 
impracticable the present. 


The basic precondition long-term finan- 
cing the time when 
market capitals still existed was the 
sumption that the international accounts 
debtor country can, the long run, brought 
into balance through the interaction, 
matic say, number factors deter- 
mined the market. 

Given this assumption, could expected 
that sound concern, either private public, 
capable repaying its debts domestic cur- 
rency, would easily convert its amortization pay- 
ments into foreign exchange and thus provide 
for the service foreign loan. The loan 
could therefore granted long-term basis 
according the capacity repayment 
national currency the borrowing concern. 

upon automatic restoration equilibrium 
balance payments and, therefore, inter- 
national can longer founded only 
the economic and financial position 
establish whether the economic policies the 
Governments concerned may enable the balance 
payments the individual countries carry 
the burden the loan. 

therefore reasonable that long-term 
investors seek link their loans with specific 
development programmes the countries 
cerned and ask for guaranties that such 
grammes shall actually carried out. 

Now, the experience these first years tells 
that the necessity founding 
loans the fulfilment development plans 
runs against two alternative difficulties; 
either 


(a) the economy the country concer- 
ned run according plan, which case 
the intervention, necessarily directed 
influence such plan, becomes delicate and 
difficult, 

(b) the country does not operate under 
economic plan, which case the analysis 
the development programmes the part 
the lender loses much its 

must therefore concluded that, the 
present phase international financing rela- 
tions, the extension long-term loans cannot 
achieved rational basis: presents such 
risks which are incompatible with the normal 
functioning the market capitals and, un- 
less can develop the Government level 
essentially political grounds, can hardly 
expected attain great scope and importance. 


Maturity international loans linked with 
the readjustment process the balance 
payments. 


Since present the granting international 
loans takes essentially into consideration the 
countries’ balance payments position and 
not only the situation individual concerns, 
the economic foundation such loans must 
rest possibility improving the balance 
payments linked with the utilisation the 
goods obtainable means the loan. 
our problem one promoting the expansion 
both exports European industrial goods 
and production European and extra- 
European under-developed countries, the loan 
will finance the purchase mainly equip- 
ment goods. 

This being so, should noted that the 
improvement, both direct and indirect, which 
the import equipment goods can, due 
course, achieve the balance payments 
the importing country, represents very large 
fraction the import cost such goods, 
much larger indeed than the depreciation 
allowance which annually calculated the 
concern employing the goods question. 
illustrations there are the contrasts between the 
cost tractor timber producing equip- 
ment and the value the increased produc- 


tion food timber which equipment 
this kind can 
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exchange, between the cost the imported 
equipment goods and the proceeds the 
exports (or the reduced imports) made possible 
through the use the additional imported 
equipment, the conclusion may reached that 
would justifiable extend credits carrying 
maturities but not exceeding 6-8 years. 


What credit may granted the country 
importing equipment goods. 


The fact that country requiring equip- 
ment goods not position offer im- 
mediate payment does not necessarily imply that 
such country will not find both convenient 
and possible pay cash for part least 
the supplies 

Taking into account the risks inherent 
such financing, appears reasonable that the 
supplies should financed only to, the 
average, their value and that the other 
should payed cash the importing 
country. 

the other hand may admitted, 
taking into account the partial cash payment, 
that repayment the loan the part the 
importing country should postponed and 
begin two three years after the loan gran- 
ted, order assist the importer the initial 
period the development process. 

thus postponing repayment, account 
would taken the fact that equipment 
goods are often delivered and enter into effec- 
tive use the importing country only after 
interval two three years. 


whom should the credit extended. 


may expected, rule, that one 
hand shall have country, supplying equip- 
ment goods, which has large credit capacity 
and, the other, country which can buy 
equipment goods only progress payment 
basis. Given the availability financing 
agency, sound financial policy have the 
supplying country participate the credit 
operation enabling such country extend 
credit, without confining the operation 
direct financing the buyer. This with 
view to: 


- 
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(a) obtaining the commitment two 
countries instead one; 

(b) having the supplying 
ticipate the financing and the assessment 
the line credit which should extended 
the buyer country. 

The transaction therefore would appear 
financing the countries exporting equip- 
ment goods, achieved discounting the notes 
issued the importing country and endorsed 
the exporting country agency ready 
finance the latter. 


Participation the exporting country the 
financing. 


Given certain industrial capacity partially 
idle, the cost additional production destined 
for export smaller than the average cost 
the production already taking place. 

This being so, country, even though short 
capital, may find possible and profitable, 
without thereby running the risk monetary 
disturbances, export equipment 
against partially delayed payment, the cash 
payment covers least the additional cost 
the production such goods, i.e. the cost 
which must borne order obtain the 
goods question from the existing 
tially idle industrial capacity. 

The margin between the selling price and 
the additional cost the new production 
varies greatly according to: 

(a) the type production, 


(b) the margin unused productive 
capacity existing the exporting country. 

may reasonably assumed that the ad- 
ditional cost the new production for export 
equals, the average, the selling 
price and that, therefore, country which has 
not yet achieved full employment may find 
profitable finance additional exports 
25°% their value. 


Participation third party the finan- 
cing. 


conclude, the country exporting the 
equipment goods sells them for part against 
cash payment said above) and for the 
rest against notes maturing over 3-8 years, 


taking into account the three-year 
ment amortization payments. 

Considering that, noted under 7., the 
exporting country may conveniently finance 
the domestic market another 25°/ the 
price, mechanism must accordingly devised 
discount notes maturing over 3-8 years, 
amounting approximately one fourth the 


goods supplied. 


The currency adopted for the operations, 


European production developes, Euro- 
pean countries will, growing scale, 
require other European currencies and, among 
other, the currencies those countries which 
dispose the materials needed for the produc- 
tion the additional export goods. 

already noted, unlike what happened 
during the first three years after the war, there 
investments and productivity increases tends 
exist unused margin productive capacity 
the steel and industry 
number western European countries. This 
means that, within the limits such unused 
capacity, European industrial countries may, 
group, finance their own expansion 
industrial exports without thereby causing 
direct repercussions their balance pay- 
ments. 

The object the proposed institution would 
accordingly utilize these latent credit capa- 
cities the European industries and precisely 
make possible the financing with 
currencies such expansion exports the 
industrial European countries group can 
achieve with the available plant. 

Obviously, the mechanism could avail 
overcome number production bottlenecks 
existing Europe and, accordingly, further 
expand the additional flow European 
ports and, the same time, the trade between 
Europe and the United States. 

must admitted that credit policy 
the one described, although may not have 
direct repercussions the balance payments 
western Europe, would 
secondary effects, far the development 
production the export industries would 
raise local purchasing power and thus 


higher demand for consumption goods and 
for imports raw materials and foodstuffs not 
western Europe. This secondary 
more than offset the induced greater avai- 
lability raw materials and foodstuffs from 
overseas sources supply which would 
developed with the aid the additional Euro- 
pean exports. the meantine, however, 
adequate measures shall needed check 
these secondary effects. The availability dol- 
lars would rank among the most helpful mea- 
sures for this purpose. 


10. Possible intervention the U.N. 


additional guaranty could offered 
the economic agencies the U.N. F.A.O., 
which could issue certificate stating that the 
supplies contemplated the operation are im- 
portant for the fulfilment the programs 
economic recovery and reorganisation drawn 
such agencies. 


Basic features the operations. 


Reduced its essentials, the transactions can 
now summarized follows: 

years, bearing the signature two distinct 
Governments, issued connection with sup- 
plies equipment goods tied with develop- 
ment plans supported special certificate 
economic agency operating the framework 
the U.N. 

The risk factor, through the mechanism 
described, can spread very extensively. Given 
the exporting countries a,b,c, etc., the importing 
countries etc., and the additional produc- 
tions the latter countries etc., each 
transaction would combine three elements. The 
financing agency would then free develop 
limit the credit operations according 
the position the importing country, that 
the exporting country and the character the 
production involved and would consequently 
effect different transactions a,m,x; b,0,2, 
and would also possible spread 
over both short-term and long-term 
maturities, achieving thereby dispersion 


The Development Export Trade European Industrial Products and its Financing 


12. The risk 


the present political and economic inter- 
national situation export industrial goods 
partially delayed payment basis would pro- 
bably deemed risky operation exporters. 
However, the Governments the countries 
concerned, taking into account the benefits 
increase employment, should ready 
cover substantial part the risks confron- 
ting the exporters. Part the risks could 
borne pool the institution connection 
with the economic benefits resulting for the 
European economy whole from the ex- 
pansion European trade and production in- 
duced through the whole operation. This 
should make possible for the exporting coun- 
tries endorse without guaranty, wholly 
partially, the notes discounted with the insti- 
tution. 

order avoid excessive burden the 
proposed institution, appears necessary that 
longer maturities, 8-year notes, should 
held the exporting countries, whereas 
shorter maturities, 5-year notes, should 
discounted the financing institution. 
After having thus minimised the institution’s 
risks splitting the operation and reducing 
its maturities, provision should made for the 
creation guaranty fund for the benefit 
those who loan funds the proposed financial 
institution. This fund should made 
follows 

(a) the institution’s capital paid the 
various European countries, 

(b) risk fund built ear-marking 
part the interest payments flowing from the 
borrowing countries rates which will pre- 
sumably higher than those which the 


institution will possibly finance itself. 


13. Development operations and connected 
capital requirements the case constant 
flow exports. 


Let assumed that: 

(a) the exporting countries finance 
the exports, payable equal instalments 
maturing the 6th, 7th and 8th year from 
date contract; 

(b) the financial institution finances 
the exports, payable equal instalments 
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maturing the 3rd, 4th and 5th year from 
date contract; 

(c) such mechanism succeeds pro- 
moting constant flow additional exports 
amounting 500 million annually. 


The result would follows: 


earlier compared with the exporting 
outstanding credits. This due the 
maturities the notes discounted the 
institution. For this same reason the level 
which the amount outstanding the 
tution’s credits becomes stabilised only 


FINANCING CONSTANT FLOW EXPORTS 
(in dollars) 


Amount financed exporting countries Amount financed the institution 


Annual 


exports Annual capital 


requirements 


(a) 


500 125 
500 125 
500 125 
500 125 
500 125 
500 
500 
500 
500 


(a) Net repayments which begin the 6th year. 
(b) Net repayments which begin the 


Table shows that: 


(i) the sum outstanding credits the 
exporting countries (see column increases 
during the first fire years uniformly with the 
development exports, the ratio credits 
exports being, assumed, Thereafter, 
the rate increase outstanding credits 
gradually declines relatively the rate 
increase exports, owing repayments which 
begin the 6th year. Eventually, from the 
eighth year onwards, repayments balance new 
credits and the total amount outstanding 
credits settles down the level reached 
the seventh year. Correspondingly, the export- 
ing countries’ annual requirements capital 
for financing purposes (see column remain 
the level additional exports during 
the first five years, decreasing thereafter 
repayments offset credits entirely and 
therefore make fresh capital unnecessary; 

(ii) the sum outstanding credits the 
institution (see column follows trend 
similar that described above for the exporting 
countries. The outstanding credits the insti- 
tution, however, reach their peak, and stable, 
level the fourth year, that three years 


Annual capital 


Total outstanding 
requirements 


credits 


Total outstanding 
credits 


125 125 
250 250 
375 333-1/3 
375 
625 375 
708. 375 
375 
75° 375 
75° 375 
75° 375 


the corresponding level for the exporting 
countries. The institution’s annual requirements 
capital for financing purposes (see column 
show trend similar that the exporting 
countries’ requirements but decline earlier and 
are entirely offset repayments the 5th year. 


14. Development operations and connected 
capital requirements the case 
creasing flow exports. 


obviously necessary, however, foresee 
gradual expansion the institution’s 
cial operations, keeping with the rate 
development European production and 
European trade. Let assumed, therefore, 
that the flow additional exports induced 
the institution’s intervention increases 100 
million annually above the initial 500 million 
level. The results are shown Table they 
indicate that: 

(i) the annual capital requirements for the 
financing operations the exporting 
(see column increase the same rate 
exports the fifth year. Thereafter, 
rements decline and, eventually, from the eigh 


ear onwards, settle stabilised level, while 
induced additional exports continue increase 
the assumed annual rate 100 million 
graph 1.). the end the tenth year the 
total sum outstanding loans (see column 
will have reached 1,716 million compared 
with aggregate additional exports for the ten- 
year period 500 million. After ten years, 
therefore, the ratio outstanding loans 
induced exports approximately (against 
ratio during the first five years 
see graph 2); 


FINANCING INCREASING FLOW EXPORTS 
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reserve fund against possible losses, will 
seen (column that ten years the reserve 
amounts about 12°/, the total sum the 
outstanding loans the institution. 
assumed that the institution distributes its com- 
mitments equal proportions among the three 
major areas which constitute the main potential 
market the western European steel and en- 
gineering industry: Latin America; Africa, 
Near East, and Far East; Eastern Europe and 
the U.S.S.R.; the reserve fund described would 
cover, after five years, the total sum 


(in dollars) 


Amount financed exporting 


Amount financed the institution 


countries 

500 125 125 125 125 2.5 

600 150 275 150 275 8.- 

700 175 450 133-1/3 408.1/3 16.2 

800 200 650 108.1/3 416.2/3 26.5 

goo 875 591.2 38.3 
1,000 208.1/3 1,083.2/3 666.2/3 51.6 

150 1,566.2/3 819.2/3 100.5 

1,400 150 1,716.2/3 966.2/3 119.8 

! 


(a) Net repayments which begin the 6th year. 
(b) Net repayments which begin the 3rd year. 


(ii) the annual capital requirements the 
institution (see column follow similar trend, 
declining, however, three years earlier than 
the case the exporting countries and settling 
the level for the exporting coun- 
tries (see graph 1). This explained, once 
more, the shorter maturities the notes 
discounted the the tenth 
year the total sum outstanding credits 
the institution (see column will have reached 
966 million, approximately the 
total additional exports for the ten-year period, 
compared with ratio 25°/, during the first 
years (see graph 2); 

(iii) assuming that the institution relieves 
the exporting countries from all risks against 
Payment commission percent per 
all credits, and that the amount 
commissions thus received set aside 


outstanding credits involving any whole 
area and, after ten years, 


15. Structure the proposed 


impossible foresee which could 
the financial resources the institution, namely 
its capital, the fraction that should 
paid up, the extent rediscounting and other 
borrowing operations. With view establish 
first relation between the development 
European export trade considered the pre- 
ceding paragraph 14. and the institution’s ca- 
pital requirements, draft balance sheet the 
institution shown Table III. 

Transactions the type described appear 
fully consistent with the principles and 
the International Bank for Reconstruction 
and Development, even although its Articles 
Agreement may not expressly mention 
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ANNUAL ADDITIONAL EXPORTS AND ANNUAL CAPITAL 
REQUIREMENTS INSTITUTION AND EXPORTING COUNTRIES 


TUTION AND EXPORTING COUNTRIES, PERCENTAGE 
CED ADDITIONAL EXPORTS 


exp. 


of le lien 


fund 


700 
20% | 
( 
YEARS 


Indeed, clear that the purpose the 
promote investments accordance with 
the rehabilitation and expansion world eco- 
nomy, stimulating the same time both 
domestic investments and international trade. 
All these are among the aims indicated the 
Bank’s Articles Agreement. 

Taste 

DRAFT BALANCE SHEET THE INSTITUTION 

THE END THE YEAR OPERATION 


(expressed millions U.S. dollars) 


- 


Assets Liabilities 

| 

Uncalled Capital 250 Subscribed Capital 500 

850 850 

| 


Creditors for 


The participation the IBRD the 
scheme may conceived various forms: 
creation European branch; participation 
member newly-created institution; 


rediscounting part the institution’s port- 
folio. 


16. credit mechanism mixed type 
present needed meet both the require- 
ments State action the economic field 
and the private character the market 
capitals and the through 
which such market operates. 


The proposed mechanism would make pos- 
sible proper banking activity, the sense 
that would not confined the financing 
small number vast projects com- 
paratively limited significance the develop- 
ment world economy, but would cover 
very large number transactions involving 
whole series countries, productions and ex- 

ges. This would enable the institution 
proper credit policy which could 
contribute the revival trade, 
the elimination many production bottlenecks, 
and the rehabilitation world economy. This 
all the more important since must 
that the opening new outlets for 
European industrial products, and consequently 
the development economically undeveloped 
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countries, cannot carried out means 

large-scale planning inter-governmental rela- 
tions. How would possible coordinate 
many different viewpoints which are con- 
sequence different and apparently irre- 
concilable economic conceptions 
Such attempt would extremely costly and 
would create conditions for further political 
dissensions, while common conclusions would 
tend reached only matters minor 
importance. Or, still, could one more 
addition the already long list mutilateral 
compensation schemes. 

much more practical create non- 
governmental mechanism which, without great 
planning but only through actions banking 
character, would rapidly make available the 
capital industrial European countries the 
prospective buyers industrial products and 
foster immediate increase the volume 
international trade. would not difficult 
take into account the development 
such operations both general 
plans opinions the great international 
organisations, but necessary avoid finan- 
cial activity becoming dependent such plans 
discussions international organisations 
special commissions. All the countries which 
are prospective buyers European industrial 
products have reached such advanced stage 
what and where purchase, money 
available. the exporting countries, their 
part, have financial backing which would allow 
them give the necessary credit, the machines 
would start rolling quickly. 

Indeed, efficient development inter- 
national financing hampered the fact that, 
while such financing accomplished essen- 
tially the Government level, all the financial 
mechanisms, the sources capital available for 
financing purposes, the mentality and the tra- 
ditions the financial circles have intrin- 
sically private character. State intervention 
foreign trade relations seems bound con- 
tinue, the restoration international finan- 
cial market depends upon the possibility 
finding formula allowing: 

the utilization the private instru- 
ments credit and, above all, the banker’s 
conception financing activity, and 
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the placing such instruments the 
disposal the Governments for the economic 
activity they will inevitably continue fulfill. 

The formula here suggested meets such 
requirements: indeed, the notes which would 
issued would have self-liquidating charac- 
ter fairly similar that possessed normal 
commercial paper. 

Such notes could circulated the inter- 
national financial market means endor- 
sement the part the institution; this 
manner, besides commiting the capital the 
two countries involved the operation, 
becomes possible mobilize the financial 
resources countries which are not, present, 
exporters capitals, but could have interest 
medium-term securities whose principal obli- 
gor country the way its development 
which will able supply, due course, 
the primary goods which the lender country 
normally imports. 

There would thus the international 
market differentiation rates according 
maturities and obligors, which would offer 
useful means for the regulation the volume 
discounts; moreover, the manoeuvre in- 
terest rates could provide incentive for the 
regular fulfilment the obligations the 
part the borrowing countries, incentive 
which, for some countries, would prove more 
efficient than the drawing plan. 

Should the operations develop considerably, 
efficient instrument would also created 
for the regulation the domestic market 
capitals. 


17. The desirability gradual passage from 
the forms capital transfer based preva- 
lently relief political considerations, 
forms based prevalently economic 
valuation. 


The production raw materials, foodstuffs 
and manufactured goods has recovered very 
rapidly since the end the war, considering 
the state disorganisation and paralysis 
world economy which followed the end 
hostilities. 

decisive contribution this recovery came 
first from UNRRA’s aid, and thereafter from 
American grants and credits; such interven- 


tions, both regards the form and the criterig 
adopted, base themselves necessarily more 
humanitarian and political grounds than 
economic valuation. 

further step world recovery must now 
bring about progressive development finan- 
cial transactions based considerations 
economic convenience. With 
financial instruments currently available ap- 
pears hardly possible that such development can 
coexist along with the inevitable continuation 
transactions based aid considerations, 

The financing mechanism 
should prove helpful promoting such deve- 
lopment and should bring back the interna- 
tional financial system the minimum 
city required for sound functioning and 
further expansion. 


APPENDIX. 


SCHEME OPERATION 


goods, sells country 1,000 tractors, payable 
follows: 

percent under the existing trade and pay- 
ments agreements between the two coun- 
tries; 

beginning years after date contract. 
The credit, covering per cent the 

tractors’price, granted country against 

notes, which: 

percent are labeled the currency 
the exporting country and mature 
the sixth, seventh and eighth year, and: 

percent are labeled the currency 
third country relation the fact 
that the institution ready discount 
notes labeled such currency. 

substance, the exporting country sells 
its 

percent exchange products from the 
importing country and 

percent against products country 
even other countries, according the 
financial agreements which may reached 
between countries and 
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Country discounts with the insti- 
tution the first three instalments maturing 
the second, third and fourth year. 

The resources needed the institution for 
the discount operation are drawn from three 
main 

(i) the institution’s capital, namely the 

(ii) deposits collected the currency 
country 

(iii) rediscount operations with public 
private banks. The notes rediscounted are thus 
circulated with three signatures: that the 
importing country (principal obligor), that 
the exporting country (first endorser, possibly 
without guaranty) and that the institution 
(second endorser, with guaranty). 


the two contractors have agreed 
part the notes the currency coun- 
try this means that: 


(a) there exist shortage country C’s 
currency intra-European trade resulting from 
excess exporting capacity country 
which remains unutilised owing the lack 
means payment the part countries 
which would otherwise import products from 
country 


(b) there are countries interested pur- 
chasing means payment country these 
countries may either the country which has 
granted the credit country other 
countries which expect become debtors 
country and are creditors country 


- 
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Foreign investments have played impor- 
tant role developing the natural resources 
many countries and raising the standard 
living both capital-exporting and capital- 
importing nations. promote world economic 
health private capital the United States will 
have flow increasing amounts the rest 
the world when the Marshall program 
comes end. Such movement would 
assist the development economically-retarded 
areas, facilitate the integration the Western 
European economies, and help modernize 
plant and equipment and increase the stan- 
dard living the peoples involved. 

Aside from periods war emergencies 
requiring government intervention 
foreign investments have been considered pri- 
marily the function private enterprise. They 
took two forms: direct investments, in- 
vestment corporations individuals enter- 
prises foreign countries, and portfolio invest- 
ments, i.¢., the purchase foreign securities 
the currency either the creditor the 
borrowing country. Frequently, in- 
vestments also took the form participations 
foreign company. The international flow 
short-term funds, attracted primarily high 
rates interest, also played very important 
role the world money and capital markets. 
This study, however, concerned exclusively 
with the movement long-term capital, and 
particularly with the outlook for American 
foreign investments. 

Since the end World War the United 
States has invested abroad huge amounts 
long-term capital. While most this took the 
form government loans and grants, direct 
investments were also substantial, particularly 
the oil industry. the cther hand, aside 


from the acquisition Canadian and 
ely small amount some Western European 
securities American investors, portfolio in- 
vestments played insignificant role. Point 
Four President Truman’s Inaugural Address 
January 1949 has raised the hope that after 
the necessary legislation has been passed, the 
flow private capital from the United States 
economically-highly-developed 
increase materially, thus speeding the rehabi- 
litation free countries and helping combat 
Communism. The revival 
ments large scale will also help end the 
acute shortage dollars abroad and ultimately 
bring about the free convertibility Western 
European currencies. 

The primary purpose the present study 
analyze the following points: the flow 
American capital abroad after the two World 
Wars; the experience American invest- 
ments abroad and the causes the numerous 
defaults American foreign dollar bonds sold 
during the the prerequisites for 
continued large flow capital abroad; the 
extent which existing institutions the 
proposed legislation Point Four will 
late the flow American capital abroad, and 
finally, the outlook for the export capital 
from the United States. 


Investments Abroad, 1919-1930. 


Whereas prior 1914 the United States was 
dollars, 1919 American investments abroad, 
exclusive inter-governmental debts, amounted 
direct investments and 2.6 billion portfolio 
investments. During the when monty 
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rates the United States were lower than 
many other countries and the need for Ame- 
rican capital rehabilitate foreign 
particularly Europe, was very great, there 
was large outflow American capital. 
the end 1929 American private investments 
abroad totaled 16,800 million, composed 
7,700 million direct and 9,100 million port- 
folio investments, showing increase during 
the ten years 10,300 million. The bulk 
the American capital invested abroad took 
the form foreign dollar bonds sold primarily 
individuals and institutions the United 
States. Direct investments increased 3,800 
million during the decade, being used de- 
velop the natural resources economically- 
retarded countries and establish branch 
factories and subsidiaries throughout the world 
but notably Latin America and Canada. 

1939 about per cent all foreign 
dollar bonds originally offered the United 
States were default, causing large losses 
American investors. Because the large pro- 
portion defaults, foreign bonds acquired 
poor reputation and, with minor exceptions, 
the flotation these securities came end. 
view this experience, not likely that 
this type capital outflow will revived 
any great extent, except for Canadian oblig- 
ations and those the International Bank for 
Reconstruction and Development; the latter, 
for the time being, rest largely upon the credit 
the United States Government. 

the end 1945 the composition 
American foreign investments abroad had un- 
dergone considerable change. Total private 
long-term investments were then estimated 
13,658 million, which direct investments 
amounted 8,369 million and foreign dollar 
bonds only 1,748 million. 
payable local currencies and other long-term 
investments amounted 3,541 billion. The 
long-term investments abroad the United 
States amounted 1,680 mil- 
lion, These figures indicate that while drastic 
reduction occurred portfolio investments 
between 1929 and 1945, direct investments 
spite the depression during the and 
the the war actually increased 
about 670 million, 


The postwar period has been marked 
substantial increase the foreign investments 
the United States Government and private 
direct investments. Portfolio investments, 
the other hand, remained practically unchang- 
from 1945 1948. the end 1948, 
total American long-term private investments 
abroad aggregated 16,762 million, which 
direct investments amounted 11,318 mil- 
lion 67.5 per cent, foreign dollar bonds 
1,673 million, and securities payable fo- 
reign currencies and other long-term invest- 
ments 3,771 million. the other hand, 
long-term United States Government 
ments amounted 12,903 million, 43.5 
per cent the total American long-term in- 
vestments abroad. Moreover, government in- 
vestments abroad not include the huge 
amounts grants made the United States 
the postwar period. 

The developments during 1945-48 forecast 
some extent the character the flow 
capital that may take place the future. They 
indicate that any large-scale export capital 
from the United States will very likely 
financed government agencies including the 
International Bank take the form direct 
investments, primarily develop the natural 
resources foreign countries. Considering 
the difficulties now being encountered the 
American oil companies disposing the 
products their foreign subsidiaries, may 
doubted, however, that the flow direct 
investments abroad the near future will 
large the immediate past. 


Reasons for Default Foreign Dollar Bonds. 


Although this question rather ancient 
history and has been the subject countless 
time order indicate the mistakes avoid 
the future. The principal reasons for the 
defaults may summarized briefly follows: 


the total volume foreign loans issued 
the United States was too large and the 
principal and interest payments constituted too 
heavy burden the balance payments 
the rest the Failure pay interest 
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and principal when due constitutes default. 
This not the case with direct investments, 
which profits and dividends are paid only when 
they have been earned. Moreover, the inability 
foreign subsidiary remit earnings the 
currency the capital-exporting country does 
not constitute default and does not reflect 
the credit standing the capital-importing 
country; 


individual countries borrowed beyond 
their capacity pay the debt the currency 
the lender. This also unlikely happen 
the case direct investments since the com- 
pany usually makes careful analysis the 
economic position the foreign country before 
establishing subsidiary branch under- 
taking the development some natural re- 
sources; 


very often the proceeds the loans 
were used for purposes which did not create 
foreign exchange reduce the demand for 
foreign exchange, they were not used 
increase exports reduce imports, visible 
and invisible. when the investments 


helped the general economy the borrowing 
country, they led trouble when they did 
not improve its balance payments. More- 
over, times the proceeds the loans were 
used for purposes other than those for which 
they were intended; 


the foreign exchange transfer problem 
was aggravated the sharp decline world 
prices raw materials and farm products and 
the decline business activity throughout the 
world. Furthermore, the 
policies adopted the United States Govern- 
ment during the well the existence 
war debts reparations, contributed least 
part the wholesale defaults foreign 
dollar bonds. 


With few minor exceptions, notably securi- 
ties issued Canada and the International 
Bank for Reconstruction and Development, the 
entire period from 1930 1950 was devoid 
foreign loans. 

The lessons that the experience the United 
States with foreign dollar bonds teach, briefly, 
are these: loans foreign governments 


corporations, which interest principal has 
paid the immediate future not 
constitute good medium investment, par- 
ticularly the amounts involved are large and 
are thus likely create transfer problem. 
They are useful, and could used again 
the future under certain conditions, the 
amounts involved are not large, 
larly the proceeds are used improve the 
balance payments the borrowing 
Loans moderate amounts which would lead 
imports, visible invisible, are sound and 
will made again the future. Because 
the bad experience with foreign dollar bonds, 
and because economic and political conditions 
not seem propitious, does not appear 
likely, however, that the near future will wit- 
ness any substantial outflow capital from the 
United States foreign countries the form 
long-term loans sold individuals insti- 
tutional investors. Such loans are made will 
small and will confined few coun- 
tries, and principally Canada. outflow 
private capital from the United States will 
almost exclusively the form direct invest- 
ments. 

This outlook applies also loans the 
International Bank for Reconstruction and De- 
velopment. The Bank’s capital amounts 
8.3 billion, which 6.7 billion still 
uncalled. evident, however, that Ame- 
rican investors consider its securities sound only 
long they rest the credit the United 
States. Once the dollar quota the Bank has 
been used doubtful whether will 
able sell large volume securities the 
American market. This becomes all the more 
clear when one takes into account the fact that 
the savings the United States have become 
largely institutional character and are 
led primarily insurance companies, savings 
banks, savings and loan associations, trust 
companies and commercial banks. These 
tutions are general rule very conservative 
their investing policies and are 
look upon foreign securities with considerable 
suspicion, 
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with Direct Investments. 


The experience with American direct invest- 
ments abroad has, the whole, been much 
better than with portfolio investments. The 
direct investments were based the judgment 
individual companies and were made only 
after careful study. Often they were made for 
the purpose developing the natural resources 
the foreign country and thus made possible 
increase exports. Furthermore, the esta- 
manufacturing subsidiaries and 
branches foreign countries led decrease 
their imports. Thus the balance payments 
the foreign country was favorably affected 
both directions. 

The difficulties encountered direct in- 
vestments, aside from changes business acti- 
vity which affected profits local currencies, 
were, briefly, follows: the inability 
transfer profits into the currency the investor. 
these cases, however, the latter could re- 
invest the earnings and thus expand the earning 
power the enterprise; legislation labor 
relations, wages and prices. these respects 
the foreign subsidiary branch was generally 
affected differently than the local manufac- 
turer; legislation requiring native directors 
and executive personnel foreign subsidiaries; 
nationalization property without adequate 
compensation; confiscation and destruction 
the properties during the war; devaluation 
currencies, which had adverse effect 
the current assets foreign subsidiaries when 
converted into the currency the investing 
country; legislation discriminating against 
foreign capital. 

These difficulties are inherent most fo- 
direct investments and constitute the 
normal risk the investor takes making such 
The principal advantage these 
investments the higher rate return the 
funds invested abroad, which often constitutes 
adequate compensation for the increased risk. 
However, conditions are such that the risks 
involved are greater than usual and are not 
compensated the higher return, corporations 
will become more hesitant invest abroad. 
the postwar period the return capital 
the United States has increased 
materially and does not lag far behind the 


yield foreign capital. This indicated 
the following table: 


RATIO EARNINGS INVESTMENTS 
(In Per Cent) 


United States Foreign 


Direct Investments Investments 
Underdeveloped Developed 
areas areas 


United States 


1945 7-7 
1946 6.1 
1947 


Represent part the large income derived 
ments oil properties, 


the other hand, the foreign risks appear 
have increased. Thus, unless measures are 
taken mitigate these hazards, the flow 
foreign capital from the United States the 
form direct investments likely 

The difficulties that will have over- 
come connection with foreign direct invest- 
ments are briefly these: 


the political and economic instability 
many parts the world. Unlike previous 
periods, when the ending war was followed 
prolonged period international political 
stability, the present situation marked the 
cold war accompanied increased arma- 
ments all countries and widespread fear 
war. Such condition naturally not 
conducive the international flow capital 
large scale; 

the dollar shortage abroad very 
pronounced and likely continue after 
Marshall aid has ended unless there large 
outflow private capital from the United 
States; 


there growing tendency toward 
nationalism many countries which had led 
restrictions foreign investments and their 
exclusion from some fields reserved for the 
governments. For example, some the 
newly-independent nations the Far East the 
construction basic public works reserved 
entirely the respective governments; 
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certain basic industries, least regulate 
their activities. capital naturally 
hesitant invest enterprises which may 
either nationalized hamstrung all kinds 
government regulations; 


many countries are suffering from 
political unrest and some their labor unions 
are dominated the Communist Party which, 
only too well known, hostile foreign 
investments general and American invest- 
ments particular; 


despite the recent devaluation cur- 
rencies, there still exists uncertainty about their 
ultimate international value. Moreover, de- 
valuation has again set motion spiral 
prices and wages, the end which cannot 
yet foreseen. This naturally has complicated 
the cost factor and tends handicap direct 
investments; 


while the need for foreign capital 
economically-retarded areas very great, con- 
ditions are not yet ripe for large-scale invest- 
ments these areas. Before such capital flow 
can take place great improvements will have 
made health and transportation faci- 
lities and agriculture, which are primarily 
functions government rather than private 
enterprise; 


the colonies some European 
countries American investors encounter restric- 
tions from industries located the home 
country. 


long these conditions exist, direct 
investments American capital will se- 
riously deterred. eliminate them and 
give American investors some insurance against 
the abnormal hazards will require 
measures foreign countries and the 
United States Government well. 


Point Four and Governmental Loans. 


Because the unfavorable economic and 
political conditions prevailing many parts 
the world, which create unfavorable climate 
foreign investments, and because the re- 
alization that the interest the United 
States strengthen the free countries the 
world and thus combat the spread Com- 


munism, the President the United States, 
his Inaugural Address January, 1949, an- 
nounced the now world-famous Point Four. 
this message the President advocated making 
available economically-undeveloped 
American knowledge and technical skill and 
stimulating direct investments abroad Ame- 
rican private capital. The basis for this plan 
was the realization that even after the termin- 
ation the European Recovery Program 
1952 there will continue dollar shortage 
abroad. This gap will have filled pri- 
marily private capital, aided the Govern- 
ment and supplemented credits granted 
the Export-Import Bank and the International 
Bank for Reconstruction and Development. 
Point Four proposed that the United States 
Government assist economically underdeveloped 
countries improve health, transport and 
agricultural conditions and thus prepare the 
way for attracting private capital those areas 
develop their natural resources and raise 
their living standards. 

This program has raised high hopes 
many parts the world but far little has 
been accomplished. Several bills have been 
introduced Congress, one which authorizes 
the President extend technical assistance 
foreign countries through agencies the United 
States Government or, where practical, through 
agencies the United Nations 
agencies individuals, and empower the 
Export-Import Bank guarantee private in- 
vestments abroad against inconvertibility 
foreign investments into dollars, and 
loss resulting from expropriation, confiscation 
seizure foreign government. The Pre- 
sident has also recommended granting certain 
tax advantages American corporations operat- 
ing abroad. Under the proposed program the 
United States will conclude investment treaties 
with foreign countries create conditions 
which will encourage the investment Ame- 
rican capital abroad. 

analysis these points will throw some 
light the prospects for the flow American 
private capital abroad under Point Four. 

For the first year appropriation 
45,000,000 has been recommended the 
President for technical assistance 
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countries. This amount rather small, con- 
sidering the enormous economic problems con- 
fronting the economically-retarded areas. More- 
over, the financing the sanitation, education, 
transportation and agricultural developments 
will have carried out the respective 
countries themselves, and their ability cover 
these outlays limited. addition, the lack 
skilled workers increases the difficulty 
accomplishing the desired results within 
short time. 

general, political and social conditions 
economically-retarded areas are not now 
conducive the attraction foreign capital. 
Nevertheless, large investments have been made 
the development natural resources for 
which there strong world demand and 
manufacturing enterprises which promise 
more profitable than similar operations the 
United States. For example, during the three 
years 1946-48 American oil companies invested 
almost 1.2 billion abroad, much 
economically-backward countries, with rather 
unfavorable living and working conditions. 
When these investments were made, however, 
they promised yield substantial returns, and 
this proved the case. The adjusted ratio 
income total foreign investments the 
petroleum industry rose from per cent 
1945 per cent 1948. The ratio 
investments certain areas, parti- 
cularly the Middle East, was 
Some American steel companies are preparing 
invest large amounts the development 
iron ore resources Venezuela, economic- 
ally-retarded country, and Canada, coun- 
try which highly developed. These examples 
clearly demonstrate that where conditions are 
favorable, government guarantee needed 
induce American capital abroad. 

Despite the limitations mentioned, technical 
assistance rendered under Point Four will have 
beneficial effect the countries involved. 
the improvement health and educational 
standards and the expansion transportation 
facilities and agricultural output lead higher 
purchasing power and increased demands for 
commodities they will undoubtedly tend 
attract foreign capital. For the time being, 
however, the amount bound small, 


partly because the uncertain conditions pre- 
vailing the various areas and partly because 
their absorptive capacity still very limited. 


Guarantee Investments. 


While the government guarantees against 
inconvertibility currency apply economic- 
ally-retarded areas well E.R.P. and 
other countries, they are primarily intended for 
the more industrially-developed nations. first 
glance might appear that assurance the 
United States Government currency con- 
vertibility would stimulate large outflow 
American capital. This, however, may not 
necessarily the case. Guarantees against in- 
convertibility have been provided for the 
E.C.A., and for this purpose 300 million was 
set aside for the first year and about 150 mil- 
lion for the second year. Nevertheless, far 
applications for guarantees amount only 
million. This would seem indicate that 
the existence guarantee against inconver- 
tibility does not itself constitute strong 
attraction American companies, partly be- 
cause red tape involved the establishment 
branch factories subsidiaries some 
the E.R.P. countries but primarily because the 
guarantees are intended meet the require- 
ments small and medium-sized concerns. 
These companies rule not have much 
experience with foreign investments, and their 
managements, even under the best circum- 
stances, are rather reluctant invest capital 
abroad. Direct investments American com- 
panies will made primarily the very 
large concerns with considerable experience 
this field. These corporations, however, are 
not particularly interested guarantee which 
bound involve element cost and 
under certain conditions may prefer carry 
out their operations without government as- 
sistance. With more favorable economic and 
political climate, however, guarantee against 
inconvertibility could stimulate the outflow 
capital from the United States, although not 
large amounts was formerly hoped for. 

Similarly, although tax concessions the 
Government foreign investors would 
welcomed, not too much hope can placed 
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this suggestion the President. not 
yet clear what the tax concessions will and 
how much they will save the corporations 
investing abroad. Nevertheless, such mea- 
sure, particularly provided liberal con- 
cessions and also embraced 
individuals, could important factor con- 
tributing the outflow capital from the 
United States. 


Bilateral Investment Treaties. 


Although the treaty phase the Point Four 
program has received relatively little attention, 
can, other conditions are favorable, play 
most important role. Already some treaties have 
been concluded, for example with Italy, and 
others are under consideration. These treaties 
remove the danger discrimination against 
American capital and create more favorable 
investment atmosphere. They give assurance 
American corporations that discriminatory 
legislation will passed that such action 
taken the United States Government will 
take steps remedy the situation. 

themselves, however, the treaties cannot 
create large outflow capital. Other con- 
ditions over which the signatory countries may 
have control could play much more im- 
portant part. Among these may mentioned 
the following: the ratio earnings 
invested capital, which smaller the 
countries and their dependencies than some 
other areas, for example the 
publics. must reiterated that the invest- 
ment foreign private capital 
marily with the desire make 
profits are not satisfactory the outlook 
not good, capital will hesitant abroad; 
labor conditions some countries, Italy and 
France for example, are present not con- 
ducive large-scale investments. 
litical strikes are common and where, because 
labor difficulties, the investor not sure 
whether his branch plant subsidiary will 
able operate satisfactorily, capital will natur- 
ally very hesitant in; the internal 
taxation system, labor legislation, and other 
laws applying investors, domestic well 
foreign, may also retard the flow American 
capital some countries. However, spite 
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these drawbacks, the investment 
constitute step the right direction. 

Taking the various provisions Point Four 
into account and analyzing the various factors 
involved, one reaches the conclusion that Point 
Four itself not likely set motion 
large flow capital from the United States, 
This does not preclude the investment 
considerable sums American firms 
nada some the neighboring countries, nor 
does rule out the possibility substantial 
investments the development natural 
sources certain areas and investments 
countries where sentimental reasons may play 
more important role than economic factors, 
for example Israel. 


The Possible Flow Capital Abroad. 


Various estimates have been made regar- 
ding the amount foreign, primarily Ame- 
rican, capital needed develop 
retarded areas and restore healthy conditions 
the developed countries. The Food and 
Agricultural Organization the United 
tions has estimated that annual 
investment about billion will required 
for period four years. This estimate 
unrealistic, since such huge sums could not 
raised the few countries capable exporting 
capital and doubtful whether the 
importing countries could absorb them without 
creating inflationary conditions. Desirable 
such investments might be, the targets set 
altogether too high achieved within 
reasonable period time. 

The National Association Manufacturers 
the United States based its estimates the 
expected export capital from the United 
States not much the needs the foreign 
countries but rather the ability the United 
States supply them. Based the ratio 
foreign investments total national income 
for the period 1922-29, and assuming national 
income 225 billion per annum, figure 
American foreign investments between 
amount can raised the United States, 
particularly the estimate includes both direct 
investments American corporations abroad 
and loans made agencies the Government 
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such the Export-Import Bank and the Inter- 
national Bank. Moreover, one can step 
farther and state that under certain conditions 
the total can reached even Canada ex- 
cluded from the list borrowing countries. 

The Export-Import Bank and 
national Bank for Reconstruction and Develop- 
ment combined will position furnish 
about 700 million for period 
four five years. The amount capital that 
can exported these institutions relativ- 
ely small, partly because the limited amount 
dollars their disposal and partly because 
their activities are rigidly circumscribed law. 
Under present legislation the Export-Import 
Bank position lend between 150 and 
180 million year over period four 
five years. the end the World 
Bank had made and commitments 
740 million. During the next four five 
years the Bank may able sell about 
500 million its debentures per annum 
the United States and place these sums the 
disposal foreign countries. This assumes, 
however, that suitable projects can presented 
the respective borrowers the Bank. 

carefully handled, outflow capital 
from the United States about billion per 
annum, aside from any further assistance that 
may come from the United States Government 
the form loans and grants, could have 
important favorable effect the economies 
the countries affected. While this 
itself not very large, particularly view 
the present purchasing power the dollar, 
could lead material increase the stand- 
ard living the recipient countries and 
contribute materially bridge the dollar gap, 
thus making possible the free conversion the 
leading European currencies arising out 
current transactions. 


the fruitful effects the international 
flow capital are well understood. 
generally recognized that such flow 
desirable and has beneficial 
effect both the capital-exporting and the 
capital-importing countries. For the latter, 
leads the development natural resources 


and the better utilization existing resources, 
gradual industrialization and increase 
the general standard living. For the former, 
leads increase exports and thus 
stimulates production and creates employment; 


present there are only few count- 
ries position export capital large 
scale. these the United States far the 
most important, followed Switzerland and 
Canada, which are able export capital 
moderate amounts. There also slow but 
steady flow capital from Great Britain 
the sterling area countries; 

there lack capital the United 
States which could invested abroad con- 
ditions were propitious. Money rates the 
United States are extremely low and large 
institutional investors are confronted with 
serious problem finding suitable outlets for 
the funds their disposal. Because previous 
bad experience with foreign loans, however, 
revival the flotation foreign loans 
creditor countries not expected for 
years come. Direct investments abroad are 


also handicapped present the uncertain 


political and economic conditions prevailing 
the world, and particular some the 
countries most need foreign capital. The 
backwardness some economically-retarded 
areas also reduces their ability absorb large 
amounts foreign investments. This, how- 
ever, does not apply the investment 
capital for the purpose developing natural 
resources, such oil, for which there 
great world demand. But even the case 
oil temporary over-supply seems the 
making and slowing down American in- 
vestments develop foreign oil resources may 
expected. The high rate return which 
capital can obtain through investments the 
United States also handicap investments 
abroad. long American capital can ob- 
tain high return home, not likely 
seek risky investments abroad even though 
they may promise higher rate; 

Point Four President Truman’s 
Inaugural Address has been carefully formulat- 
and the long run could play important 
role facilitating the export capital from 
the United States. The high hopes which have 
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been raised regarding are, however, not 
likely materialize the immediate future; 


what form Point Four will take 
yet impossible state. will depend 
the type legislation that will passed 
the Congress. But even under the most favor- 
able conditions the flow private capital from 
the United States foreign countries will 
depend not much legislation passed 
the Congress the United States eco- 
nomic and political conditions prevailing 
the capital-importing countries. the cold 
war subsides, the danger war and nation- 
alization removed, the nationalistic trend 
many countries subsides, considerable out- 
flow capital can expected from the United 

for short period time, even after 
1952, the United States Government may con- 
tinue place moderate sums the disposal 
foreign governments the form loans 
grants. has been fully recognized this 
country that the United States cannot 
prosperous poverty-stricken world and that 


strong and healthy Western Europe with 
rising standard living will not only 
favorable effect international trade general 
but will also constitute the strongest bulwark 
against the spread Communism; 

the flow capital from the United 
States foreign countries, eliminating inter 
governmental loans and investments that may 
made Canada during the next few years, 
not likely very large. Under the 
favorable conditions one can expect the im- 
mediate future outflow capital about 
billion, consisting direct private 
ments, and loans that may made the 
International Bank for Reconstruction and 
velopment and the Export-Import Bank. 
Relatively small this amount is, properly 
handled, and particularly accompanied 
technical and managerial assistance provided 
the United States Government, could 
least lay the foundation for much larger inter- 
national movement capital once world con- 
ditions become more normalized and more 
stable. 


the Congruence Exchange Rates 
under System Bilateral Trade 


GIOACCHINO D’IPPOLITO 


which Professor Bresciani-Turroni and Professor Gini took part, 
about bilateral trade and the congruence (1) direct and cross 
exchange rates under that system. think advisable 
the interest the reader sum the essential points 
the 

Prof. Bresciani Turroni (see: The problem the 
Rates Exchange Review the Economic Conditions 
Italy May 1948. version Rivista Bancaria 
No. 5-6, May-June 1948), criticised statement which had the 
support the International Monetary Fund. This was that, 
order avoid the unfavourable results arising from the 
present system bilateral exchanges, i.e. the arbitrage 
transactions goods, the loss some countries, due the 
discrepancies between cross-rates and official parties, would 
desirable fix cross-rates corresponding the official 
parities which have been reported the Fund. The importance 
the problem arising from the discrepancies between cross- 
rates and official parities had been accentuated and there- 
fore called the attention the International Monetary 
Fund speculation the sterling area pounds purchased 
the free market cross-rates inferior the official rate 

Now, Bresciani-Turroni remarked that the measure re- 
commended the International Monetary Fund ran counter 
economic logic and was contradicted experience, and 
pointed out the following things: 

(a) exchange rates are determined many unknown 
quantities belonging system equations conditions, 
attempt enforce equality cross-rates and official pari- 
means taking number equations conditions ex- 
ceeding the number the unknown quantities, thus setting 
system which would overdetermined and 

experience shows the impossibility enforcing such 
equality, other market conditions remaining unchanged. This 
was clearly shown when Italy agreed equalise the cross- 


(1) concerns exchange rates, Professor Gini distinguishes 
(a) the divergence that often observed, between the 
exchange rate concerning the two countries and the 
hand, and, the other, the ratio between the purchas- 
powers the two the respective internal 
markets, and (b) the divergence between the exchange rate 
concerning the two countries and one hand, and, 
the other, the ratio the exchange rate between the 
Professor Gini remarks that the two divergences 
have different causes and bearings and thinks convenient 
distinguish them with different denominations. Divergence (a) 
usually called disequilibrium exchange rates, and Pro- 
Gini keeps for this denomination, calling instead 
the exchange rates the divergence (b). 


rate and the official parity, fixing the rate 4.03 dollars for 
one pound sterling, with the result that the disparity the 
Anglo-Italian bilateral balance trade was greatly accentuated. 

Prof, Gini (see: Bilateral and Multilateral Trade Banca 
Nazionale del Lavoro Quarterly Review No, 1949, Rome. 
Italian version Moneta Credito», 4th Quarter, 1948), 
views some respects differing from those 
Bresciani-Turroni and more general lines. Generally speak- 
ing, Prof. Gini noted the historical need bilateral trade and 
its relative advantages, and maintained that, even under 
system bilateral agreements, possible secure 
general balance, though the process may longer and more 
laborious than under system multilateral trade, yet 
perhaps the only one that circumstances allow of. Incidentally 
demonstrated with mathematical exactness that, even under 
bilateral system, the congruence between direct rates and 
cross-rates cannot excluded, even apart from arbitrage 
transactions goods. thus called attention what 
considered formal inaccuracy the part Prof. Bre- 
sciani-Turroni. 

Gini went remark that when incongruence 
exchange rates first appears, tends, under free market 
conditions, ironed out arbitrages transactions goods. 

Replying this remark Prof. Prof. 
Turroni wrote (see: The Cross-Rates Exchange Once More 
Review Economic Conditions Italy September 1949. 
Italian version Rivista No, 7-8, July-August, 
1949), with particular reference alternative considered 
Prof. Gini, that the possibility securing general 
equilibrium under system bilateral exchanges apart from 
arbitrage operations goods, and pointed out that such 
equilibrium was possible only theory. 

The article Dr. which are now publish- 
ing, and the discussions which has given rise, seem, 
the present state the question, have led full and 
satisfactory formulation the terms the problem, least 
the case static hypothesis. 

any case, the whole debate deals with the more 
interesting problem and one nearer existing conditions, 
which fundamental the whole question and correlative 
the several points view from which considered, 
drawn they are from different political and economic 
concepts, i.e, the problem bilateral trade. 
Prof. Bresciani-Turroni thus advocates the expediency 
rapid return multilateral trade policies and inclined 
accentuate the losses and the deformities 
system; Prof. Gini mostly concerned with existing condi- 
tions, with historic realities, and inclined call attention 
the positive features the bilateral system, considered 
lesser evil that would difficult without for the 
time being. 

(Note the Ed.) 
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well known that differences opinion 
matters political economy very often arise 
from much more deeply rooted contrasts 
ideas, opinions, philosophical outlooks, views 
social questions, and from conflicting moral 
and spiritual needs and prejudices. 

for this that the solution the more 
important economic and social 
sents difficulties whose bearing transcends the 
possibilities those charged with solving them. 

But not infrequently the difference opi- 
nion has less remote and complex origins, 
arises from different conflicting conclu- 
sions, reached the strictly scientific field, 
about the behaviour economic phenomena. 
this more limited and less inaccessible field 
that differences opinion are less justified 
they are more frequently due misunderstan- 
dings some loose arguments, and they are 
also less justifiable they may give rise 
deeper ideological They are less justi- 
fiable because their very nature such diffe- 
rences are susceptible being ironed out with 
comparative ease, and their elimination would 
promote clearer line conduct 
economic matters. 


useful try make contribution that may 
help settle the recent difference opinion 
that has arisen between Bresciani-Turroni and 
Gini the congruence exchange rates under 
system bilateral trade. 

The importance the question perhaps 
greater for its reactions political economy 
than account the gravity the scientific 
problem per se. Its reflex action internatio- 
nal monetary policy has already been fully 
studied the authors the controversy 
themselves their respective statements the 
case. shall therefore consider here only 
from the strictly theoretical standpoint. 

will sum briefly the 
referring the reader for fuller information 
the respective articles (1). 


(1) The Problem the Cross- 
Rates Exchange, Review the Economic Conditions 
Italy Banco Roma, vol. No. May 1948; Italian 
version Rivista Bancaria May-June 1948. 

Gini: Bilateral and Multilateral Trade, Banca 


Bresciani-Turroni maintains that under 
system multilateral trade the exchange rate 
system between the several countries deter- 
mined the conditions that establish the 
balance between the imports and exports 
each country from and the whole body 
the other countries. Obviously these conditions 
not generally imply the balance the im- 
ports and exports each country from and 
each the others. Should that the case, the 
conditions will those which suffice deter- 
mine, apart from common 
factor, exchange rate for each country and 
there can discrepancy between direct 
rates and cross rates. 

But Bresciani-Turroni goes say 
when claimed that the balance between 
imports and exports must occur separately for 
each pair countries, then number non- 
communicating markets are set equal 
the possible binary combinations the coun- 
tries considered, and each these markets 
equilibrium rate exchange will arise 
which, rule, will have nothing with 
the rates arising the other markets. Hence 
rule the impossibility congruence bet- 
ween the exchanges rates (2). Gini naturally 
agrees with what Bresciani-Turroni says about 
the system multilateral trade, but does 
not concur the draws 
regards bilateral trade. Specifically, while 
agreeing that under régime bilateral 
changes many markets may formed 
there are possible pairs the countries consi- 
dered, cannot agree that those markets will 
quite independent one the other, and 
that therefore the exchange rates also that 
have been formed for each pair will 
pendent and then, rule, incongruous. 
the contrary, maintains that not only 
there need that these exchange rates should 
incongruons, but believes that result 


Nazionale del Lavoro Quarterly Review 1949, No. 

August 1949. 

(2) The term congruence has been introduced advisedly 
Gini indicate the coincidence between direct and 
rates exchange. 
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rates will tend become congruous and such 
static equilibrium. 


analogy taken from hydrostatics 
will help make the matter clear. Let 
consider three containers, representing like 
number countries bound together com- 
mercial relations, and let suppose that: 


(a) first case (system multilateral 
trade) these containers have large hole the 
bottom and are partially immersed the same 
liquid. Evidently the level the liquid within 
each container will the same and will 
equal the level the liquid outside them 
rate); 


(b) second case (system bilateral 
trade) will suppose that the containers have 
hole the bottom but communicate 
couples means special pipes, thus with 


Gini asserts that also this case under 
static conditions, the liquid will rise the 
same level the three containers that 
under static conditions the exchange rates will 
congruous). 

terms this analogy, Bresciani-Turroni 
would assert, the contrary, that the liquid 
rise the same level the three 
containers and would argue much fol- 
lows: the case the three containers all 
the levels and and will deter- 
mined the following system two inde- 
pendent 

x=a 


But case there are three pair 
containers AB, AC, 
each which does not communicate with the 
others, the level the liquid the 
same each pair containers must have: 


that say three independent equations 
with two unknown quantities: hence the 


conclusion that the liquid cannot rise the 
same level the three containers. This 
conclusion would correct the three equa- 
tions just written were really independent. 
this analogy clearly shows, the supposition that 
the three equations are independent based 
solely the corresponding supposition that 
the three pair containers 
AB, AC, not communicate one with 
the other. Bresciani-Turroni deduces this as- 
sumption, not quite see how, from the 
hypothesis that the containers are not all inter- 
connected, but only two two; or, express 
itself implied the formation within each con- 
tainer compartments, separating one from 
the other its two parts which communicate 
respectively with the other two containers (3). 

Now this the crux the controversy. 
According Gini, and not according him 
only, the hypothesis that trade exchanges take 
place under system bilateral transactions 
and hypothesis that the individual bilateral 
markets are not communicating, are two dis- 
tinct hypotheses, quite independent the one 
the other. argues and draws his conclusions 
taking, course, into account only the first, 
without considering himself bound accept 
the second also. Bresciani-Turroni 
other hand accepts them both, sometimes stat- 
ing explicitly, letting implicitly under- 
stood, that the latter consequent the 
former, and sometimes letting think that 
the latter accepted independent hypo- 
thesis. quote below from the first page 
his first article: 


Let take three countries and each 
which trades with the other two the basis 
bilateral transactions. Now let suppose that all 
three countries have currency system consisting 
paper money not convertible into gold and, further, 
that they have all achieved certain level home 
prices unperturbed inflation deflation and that 
both the quantity and type the goods imported 
exported and the exchange rates for the various cur- 


(3) this conclusion were justified there would 
difficulty granting not only that the levels equilibrium 
the pair intercommunicating containers would (as rule) 
differ, but also that rule there would within each 
container two different levels. Therefore the above statement 
the problem would mistaken for another reason, 
much would tacitly assume the same level within each 
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rencies are the result transactions effected freely 
the markets. 

view the foregoing supposition, there are 
three non-communicating markets: AB, and BC. 


would seem from the above that the 
hypothesis that the three bilateral markets 
not communicate substantially derived one 
does not see how from the hypothesis 
system bilateral markets, the accessory hypo- 
theses being implicitly admitted. 

only the last pages the second 
article that Bresciani-Turroni returns the 
subject non-communicating markets, but this 
time quite different tone and with quite 
different meaning: 


Once divergencies have occurred between the cross- 
rates and direct exchange rates, system bilateral 
trade, there spontaneous tendency achieve 
general equilibrium exchange rates long the 
various markets are separated from one another. Such 
tendency can only occur the markets are not com- 
pletely separated, that arbitration possible 
connection with the goods, provoked precisely the 
difference between cross-rates and direct rates. 


then possible that «in view the 
foregoing the markets are not 
quite separate! this so, the conclusion 
that the markets are non-communicating does 
not descend from the hypothesis the system 
bilateral exchanges and from the other acces- 
sory hypotheses, but should considered 
ulterior hypothesis formulated novo. 

The evidence adduced Bresciani-Turroni 
support his statement moreover such 
lead believe that has not merely 
excluded possible arbitrage transactions 
goods, but that has gone far exclude 
any and every form interdependence among 
the several bilateral markets. would not 
otherwise possible explain how can 
make the total value expressed the currency 
and the total value expressed the cur- 
rency the goods imported into 
from depend exclusively the exchange 
rate existing between the respective cur- 
rencies, postulating 


Does Bresciani-Turroni then think that the 
presence country communicating with 


under system bilateral trade does not 
any way affect the balance that may exist 
between and That say, for instance, 
that A’s demand for goods produced 
remains unaltered when offered the pos- 
sibility importing from part the goods 
would otherwise have imported from 
exporting goods previously imported 
from goods manufactured with 
raw materials first imported from (4). And 
does likewise suppose that A’s offer 
not modified when has the possibility 
exporting goods would otherwise have 
ously imported from goods manufactured 
the country from raw materials imported 
from 

For even admissible that passing 
from multilateral bilateral system, the 
behaviour and perhaps even the nature the 
reactions that each the partial markets 
exercise the others may modified, 
quite inconceivable that the reactions themsel- 
ves should totally suppressed. 


What meaning then can attribute 
unknown quantities set forth the second 
article (p. 390) which the writer claims 
demonstrate the possibility equilibrium 
whole provided that many different 
change rates introduced there are 
sible pairs countries? 

writer took into consideration only the 
tities and the relations that intervene inter- 
national trade, neglecting the quantities and 
relations the domestic market which, along 
with the former, help determine the 
figuration the equilibrium whole, 
must then admit that the system question 
the writer meant sum the whole set 
conditions that determine equilibrium. 


(4) From scientific standpoint the case which 
goods has with raw materials imported 
from and the case which exports without 
processing them, goods previously imported from are 
actly the same footing, There indeed reasonable 
ground for considering goods from only those which 
the contribution made production exceeds 
established 


le 
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this so, not see which these 
relations must considered summed 
the system represented the equation: 


Ea = Toa Kas 


and the accessory equation quoted above 
which system the letter does not even 
implicitly appear. must indeed exclude 
the possibility that can meant represent 
the synthesis the conditions determining 
the equilibrium between and the 
absence i.e. that expresses synthesis 
the equality between the demands and the sup- 
plies the several commodities within the 
economic system formed the two coun- 
tries, and for would absurd 
claim that the forces country are 
simultaneously engaged, because that system, 
exclusively securing the balance with and 
that, because the like system represented 
the equation 


and the two corresponding accessory equ- 
ations, they are exclusively engaged securing 
the balance with unless are suppose 
that country has unfolded itself into two 
distinct countries having the like fundamental 
economic characteristics (known data and func- 
tions) 

system thus conceived cannot have any sense 
unless are suppose that kind dicho- 
tomy occurs within country dividing its 
economic forces into two systems working 
indepentdently one the other 
tively engaged, one securing the balance 
with the other doing likewise with 

implicit the very way which the problem 
has been stated, this does not mean that 
implicit can identified with the con- 
ditions required for securing the equilibrium 
the several bilateral For one 
thing decide which the economic forces 
are included the former system 
and which the latter, and quite another 
thing postulate that any case the trade 
accounts between and and between 
and balance. 

There are end ways which one 
may think dividing the system the 


economic forces into two partial systems. 
One may, for instance, suppose that the popul- 
ation divided into two sets and that 
trade between the individuals the first set 
and country forbidden and likewise trade 
between the second set and country and 
between the individuals the first set and the 
individuals the second. One may also sup- 
pose that the several commodities are divided 
into two classes and that only goods the 
first class may exchanged with and only 
those the second with 

This second hypothesis might the less 
unacceptable, for, matter fact, country 
will generally exchange certain commodities 
with and certain others with But 
evident that this circumstance, which may 
occur also under system multilateral trade, 
can only the result the equilibrium, not 
one its determining causes. 


Bresciani-Turroni explicitly refers 
Walras (5) and states that his reasoning but 
extension international trade the 
reasoning applied Walras the general 
case the exchange goods. But the case 
stated Walras, though based the 
hypothesis the absence arbitrage transac- 
tions commodities, the reactions exercised 
each partial market the others are far 
from neglected, shown for instance 
the fact that the offer commodity 
exchange for commodity made depend 
not only the ratio exchange existing 
the market the commodities and 
but also the ratio exchange existing 
the market the commodities and 
For the sake consistency, would least 
have been necessary, when dealing with the 
problem bilateral exchanges between coun- 
tries, make the supply and demand com- 
modities between the two countries and 
depend not only the exchange rate exist- 
ing between those countries, but also, respec- 
tively, the exchange rate existing between 
countries and and the exchange rate 
existing between countries and 


Ea=f (Kas, Kae) (Kas, Kee) 


(5) Eléments d’économie politique pure, 1926, 
120. 
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may suppose that Bresciani-Turroni, 
though having mind Walras’ mode stating 
the problem, wished simplify it, but 
doing has substantially deformed its nature, 
even the conclusions would not have been 
modified the appropriate integration above 
suggested. 

Now, the reasoning Walras quite 
unexceptionable, and are therefore the con- 
clusions which gives rise, but subject 
the hypotheses and conditions presumes. 
Now, this connection should noted, 
first all, that the reasoning referred to, 
Walras only studies that aspect economic 
activity which consists exchange setting 
aside for the time being the production side 
the question. Now precisely refer- 
ence that limited and partial aspect the 
question that the hypothesis the absence 
arbitrage transactions goods leads the 
conclusions drawn Walras. Thus, dealing 
with the exchange goods already existing 
such the market asserts that, the 
supposition that one commodity cannot ex- 
changed with another through the medium 
third, this gives rise many partial markets 
there are possible couples commodities, 
and shows the possibility equilibrium 
which many independent and therefore 
(as rule) uncongruous ratios exchange are 
formed there are partial individual markets. 

doubtful whether the reasoning 
Walras can extended sic simpliciter, 
the basis the same hypothesis, the case 
international relations. For this case the 
one hand account taken not only trade 
but also the economic activity whole 
(inclusive therefore its productive aspects also) 
and the other hand also trade considered 
longer from the standpoint the exchange 
between commodities but from that exchan- 
ges between countries. Indeed, would 
meaningless speak exchanges between 
countries unless with reference the com- 
modities exchanged, the reasoning used the 
case the exchange goods cannot 
extended the case exchanges between 
countries simply replacing the expression 
country for the expression goods, 
ween countries instead speaking 
bilateral market between goods, rate 


exchange between two countries instead 
ratio exchange between two goods and 
forth. The only possibility that bringing 
back the problem the exchange between 
countries the problem the exchange bet- 
ween goods applying the latter, and 
the latter only, the reasoning Walras and 
his related conclusions, unless these conclusions 
are interpreted terms the first 
The two aspects the question can only coin- 
cide the case which, the start, each 
the goods considered should exist only one 
the countries. This may perhaps occur 
some exceptional cases, perhaps only 
occurs some rudimentary theoretical scheme. 
Generaly speaking, partial markets between 
countries will overlap with partial markets 
between goods, and the incongruence the 
exchange rates between countries, still 
possible speak exchange rates, will only 
reflect the general incongruence the ratios 
exchanges between goods arising from the 
hypothesis the absence arbitrage transac- 
tions commodities between several countries 
well within each country. 


But the possibility arbitrage trans- 
actions goods allowed within each the 
countries, then longer possible bring 
the problem back that discussed 
which supposes the general absence arbitrage 
transactions, while the other hand, 
have already noted, the reasoning cannot 
extended merely replacing the category 
country the category goods. 

Thus, the case considered Walras 
can said that certain ratios exchange 
commodity and commodity respectively, 
the owner certain quantity commodity 
will offer exchange for commodity and 
for commodity respectively the quantities: 


whereby will expressed, function 
the hypotetical system ratios exchange, 
the components demand and supply that 
the individual are considering exercises 
separately (but not independently!) each 
the partial markets ab, ac. But when the 
exchange between countries considered, and 


Congruence Exchange Rates under System Bilateral Trade 


when suppose that within each country, 
the hypothesis that arbitrage transactions are 
allowed, the unknown ratios exchange are 
unique i.e. that they are the same whatever 
the origin the commodities exchanged 
and that they are congruous one with the 
other and can therefore expressed 
terms and the same commodity 
although will possible say the quality 
and quantity the goods that each individual 
certain country will demand and will 
supply, function given hypothetical inter- 
nal system ratios exchange, will not 
possible, rule, say towards which 
the countries that demand and supply will 
directed. short, not possible deter- 
mine priori, function the system 
inernal ratios exchange, 
indirectly, function the exchange rates 
between the several countries, the components 
demand and supply pertaining country 
each the partial markets and 
which head it; components demand and 
supply with which, state equilibrium, 
the quantities imported and exported from 
country respectively from countries 
and should coincide. 

This therefore excludes the possibility 
expressing «by this means» function 
the exchange rates, the quantities each com- 
modity that country should exchange under 
condition equilibrium with each the 
other countries, unless restrictions imposed 
which allow determining beforehand the 
way which the whole body the demands 
and supplies exercised each country 
result the ratios internal exchanges 
«must» subdivided between the several 
partial markets, restrictions which certainly 
arise from the hypothesis bilateral trade. 

itself sufficient show how, the hypothesis 
that arbitrage transactions are allowed within 
each country, the problem bilateral trade 
similar those used Walras the general 
case the exchange commodities. 

the other hand, the fact that the quan- 
tity commodity that one country will 
exchange with each the others under 
condition equilibrium, can made 
depend the last resort the exchange rates 


through the set conditions that connect the 
several economic quantities when the equilt- 
brium system possible and determined, does 
not authorise the presumption like pos- 
sibility when precisely the possibility and 
determinateness the system conditions 
that should determine the 
figuration that under discussion. 
Therefore, even the conditions which the 
several economic variables should satisfy the 
additional hypothesis the absence arbitrage 
transactions between the several countries, allow, 
believe they do, expressing function 
the exchange rates the quantity goods 
country should exchange with each the 
others, this cannot admitted simply 
pleading analogy the case discussed 
Walras but should deduced from proper 
statement the whole problem other bases. 


All the above refers the mere 
exchange goods already existing such 
the countries considered, within the condi- 
tions postulated Walras. 

But dealing with the problem inter- 
national trade must take into account not 
only the exchange aspect the question but 
economic activity whole and therefore from 
the point view production also. 
assure the validity the conclusions that may 
drawn this wider field the basis 
certain hypotheses deemed sufficient when the 
question was limited trade economy the 
hypotheses themselves must correspondingly 
widened take into account the other 
aspects economic life which have been 
neglected the first schema. 

Thus, for instance, the hypothesis the 
absence arbitrage transactions 
sthrength which, the question limited 
trade exchanges, the possibility that country 
might simultaneously import from and 
export same commodity should 
excluded, would have adequately widened 
exclude also the possibility that country 
should export commodities produced 
with raw materials imported from 

should also have likewise widen the 
more restrictive hypothesis that might 
tulated, which would forbid country from 
exchanging given commodity more than 
one bilateral market. 
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But now the time has come enquire 
more less elaborate hypotheses for the pur- 
pose demonstrating all costs that under 
system bilateral trade the exchange rates 
between the several countries connot rule, 
under postulated condition equilibrium, 
congruous. 

What has been far discussed shows 
pretty clearly that the hypothesis system 
bilateral trade not sufficient prove the 
statement, and that therefore necessary 
have recourse supplementary and quite 
independent hypothesis, either that the 
absence arbitrage transaction, else the 
Narrower one implicit the mathematical 
statement the case Bresciani-Turroni. 

What are the considerations therefore that 
can justify the introduction such additio- 
nal hypothesis, hypothesis which runs counter 
the general condition postulated Bresciani- 
Turroni himself that both the quantity and 
type the goods imported exported and the 
exchange rates the various currencies are 
the result transactions effected freely the 
markets 

Limiting ourselves the 
hypothesis the absence arbitrage transac- 
tions goods, let see what are fact the 
obstacles that would stand the way country 
exporting commodity imported from 
produced with raw materials imported from 
the individuals country demand com- 
modity produced why should they give 
importing through the intermedium 
should they unable import directly 
from well known that ignorance, fric- 
tions, inertia, and all the other dynamic fac- 
tors and effects that practice contribute 
delay, deform, and even make impossible the 
theoretically possible static equilibrium, are all 
aspects which cannot legitimately appealed 
matters which static equilibrium 
supposed have been attained the outset 
the basis the «mere» needs the 
individual economic operators. Had Bresciani- 
Turroni wanted take into account these 
other aspects economic dynamics, would 
have had make use different terms, relin- 


quishing the rudimentary arms economic 
statics. 

The fundamental defect the way which 
Bresciani-Turroni has stated the question arises, 
opinion, from the fact that believed 
that order study the problem economic 
equilibrium under system bilateral trade 
was necessary isolate the components 
demand and supply that each the countries 
exercises each the partial markets that 
head it. This, have seen, not 
possible without the introduction 
limitations that the hypothesis bilateral trade 
does not require; nor necessary. 

this connection should noted that 
Walras did indeed introduce similar limitations 
into the schema that has 
Turroni his starting point; but that schema 
represented one stage the procedure 
which, through series approximations, 
solved the problem the equilibrium the 
market. But, subsequent stage, Walras 
abandons such restrictions and reaches solution 
keeping with real facts (6). Bresciani- 
Turroni had also taken this further step, 
must necessarily have reached the same con- 
clusions Gini. 

Given certain system inland exchange 
ratios (unique and congruous), certain total 
demand and certain total supply for each 
commodity will pertain each country its 
foreign relations would the case 
multilateral trade. Therefore, the system 
equilibrium, will have based the parity 
for each individual commodity demand and 
supply, for the countries considered whole. 
The quality and the quantity the 
dities each country will practice able 
exchange with each the others under 
system bilateral trade will have spring 
from the solution the system equations 
obtained not requiring that the imports and 
exports country and from the others 
should balance, but requiring that the 
several bilateral trade accounts shoulds balance. 

What has ascertained whether 
sistem equilibrium thus conceived 


(6) Eléments d’économie politique pure, 
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patible with system unique and congruous 
rates exchange, not rather with system 
unique but incongruous rates, lastly wet- 
her not quite incompatible with any 
system unique rates exchange. 

Now, according Gini, who 
arguments the «sole» hypohtesis 
system bilateral trade, there system 
equilibrium with unique and congruous ex- 
changes rates that meets the requirements 
the said conditions. And seems that 
this cannot disproved. can indeed 
affirmed that if, for the sake simplicity, 
suppose that indirect trade does not entail hig- 
her costs carriage than direct trade and 
known that the theoretical discussions 
questions this kind the cost carriage 
generally left out account the final 
equilibrium necessarily coincide with that which 
would arise the case multilateral trade. 

This seems obvious that shall 
only illustrate schematic example, 
elaborate demonstration the assumption 
seems superfluous. 

will, usual, consider the case three 
countries, and producing respectively 
oranges, bananas and persimmons, and will 
suppose that under system 
trade equilibrium secured the exchange 
ratios orange=1 banana=1 persimmon, 
and that the trade exchanges are follows: 


for the sake simplicity suppose that 
the final balanced situation the internal cur- 
rency units are respectively equivalent 
orange, banana, persimmon, then the 
assumed ratios trade exchange the exchange 

Now, let pass the hypothesis that 
the three countries can only trade the basis 
bilateral transactions, and assume for the time 
being that the trade exchanges take place 
shown the following table which shows 
line the supposed exports each country 
and each colum the supposed imports, then 
the letters placed beside the numbers 


indicate respectively the commodities, oranges, 
bananas and persimmons: 


Imports 
| | 
Total 


Exports 


seen, the last resort, each country 
exports and imports the same net quantities 
would have exported and imported the case 
multilateral trade. Moreover, the imports and 
exports any one the countries from and 
each the others, equal each other the 
ratios trade exchanges are the same those 
arising from the equilibrium the case 
multilateral trade, orange=1 banana=1 
persimmon. There would seem reason 
why, the conclusion the bilateral trade 
arrangement, these ratios exchange should 
not compatible with the final configuration 
equilibrium, considering that each country 
will able, after all, dispose within the 
country the same quantities each individual 
multilateral trade. therefore obvious that 
the exchange rates also will consequently 
congruous. 

hardly necessary note that order 
express mathematical terms the system 
equilibrium, would necessary this 
case take into account the supplementary 
demands and supplies (7) that would arise 
each country consequence the possibility 
reexporting goods previously imported. 

But any case this would not modify the 
general conditions that express for each cam- 
modity the equality the total demand and 
supply all the countries, nor that the 


(7) The situation does not differ substantially from that 
which occurs when the demand commodities produced 
leads supplementary demand for raw ma- 
terials from 
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balance imports and exports each country 
and from the others, which would 
transformed into that the balance the 
several bilateral accounts adding both 
members some properly selected quantities. 
Therefore, far the ratios trade and 
exchange rates go, the system equilibrium 
would allow the same solution the case 
multilateral trade, the only solution that 
changed being that relating the quantities 
imported and exported each country. 

short, the supposition that indirect 
trade does not entail higher costs for carriage 
than direct trade does, the system that secures 
international equilibrium under system 
multilateral trade determined regards 
the quantities imported and exported each 
country, only, the possibility arbitrage 
transactions excluded. Otherwise, un- 
determined and among the infinite number 
possible solutions any number 
imagined would satisfy the condition the 


balance the bilateral accounts, which 
after all case multilateral trade. 

The final conclusion come that 
made evident the analogy with which 
started, i.e. that the equilibrium level obtained 
the three containers independent the 
modalities that characterise the communications 
between them and the process which the 
equilibrium obtained. 

take into account the heavier charges 
for carriage that indirect exchanges entail 
compared direct ones, the equilibrium 
more less modified, but each case the 
trend will towards static equilibrium 
which the exchange rates will congruous. 

should remembered that the compli- 
cated procedure that system bilateral trade 
calls for and the possible difficulties from the 
dynamic standpoint carrying out, may con- 
tribute prolong the incongruence ex- 
changes rates; nevertheless ascertained that 
this incongruence can only considered 
contingent dynamic disequilibrium. 


Reply 


Professor BRESCIANI-TURRONI 


Only few words not weary the 
reader. 

Prof. Gini and Dr. D’ippolito have shifted 
the question from the position taken the 
International Monetary Fund and two 
articles. 

The argument advanced the Internatio- 
nal Monetary Fund the following: 


(a) under system bilateral exchanges 
and inconvertible currencies, discrepancies 
arise the free markets the several coun- 
tries between the cross rates and the official 
parities fixed the Fund; 

(b) these discrepancies lead arbitrage 
transactions goods that are injurious 
some countries. For instance, traders coun- 
tries outside the sterling area buy sterling 
the free market, with which they purchase raw 
materials the sterling area and export them, 


thus depriving that area dollars. was 
England herselft that raised the problem 
the differences between the cross rates and the 
official parity for sterling; 

(c) avoid these unfavourable results the 
discrepancies between cross rates and official 
parities must suppressed the action the 
several Governments which should fix 
rates keeping with the official parities fixed 
the Monetary Fund. 


The criticisms contained two articles 
relate point (c). show that attempt 
impose the general equilibrium 
rates concordance between cross rates and 
official parities) under system bilateral 
trade means placing number conditions» 
exceeding the number the unknown 
tities and that this makes impossible for 
all the conditions satisfied simultaneously. 


Congruence Exchange Rates under System Bilateral Trade 


This leads disequilibrium which manifests 
itself above all the bilateral trade balances. 
have evidence this the very heavy 
deficit England’s bilateral trade balance with 
Italy, which arose after the Italian Govern- 
ment agreed impose the foreign exchange 
market the rate 4.03 dollars for one pound 
sterling. Should the Governments wish take 
action reestablish the balance bilateral 
trade accounts, this action would entail (this 
was the main contention second article) 
the establishment series burdensome 
controls which would lead the market ever 
further away from that commercial and mone- 
tary freedom which one the purposes 
the Fund aims securing. 

Prof. Gini and Dr. should have 
turned their attention that which, according 
two articles the crux the question. 
But instead that Prof. Gini, starting from 
some considerations marginal utility 
endeavours show that even under system 
bilateral trade general equilibrium ex- 
change rates quite possible. second 


article have criticised the demonstration that 
Gini tries give; Dr. makes 

Dr. supports the 
ition Gini, but with other arguments. 
Unfortunately for two critics their ar- 
guments are contradicted facts, which show 
beyond all shadow doubt that under sys- 
tem bilateral agreements discrepancy im- 
mediately arises between cross-rates 
official parities the several currencies. The 
same thing occurred before the second world 
war, when Germany developed the system 
bilateral agreements. The result was that the 
German mark had different value dif- 


markets. The most recent 


known example that the dollar-sterling 
rate above mentioned. quite useless 
try deny this discrepancy. not the 
criticisms Prof. Gini and Dr. 
remind one that famous character Man- 
zoni’s who tried prove his dialectis that 
the plague did not exist? 


Rejoinder 


Dr. 


facts suffice prove theory would 
enough quote facts without demonstrating 
the theory, and would, therefore, un- 
necessary for Bresciani-Turroni trouble 
demonstrate his theory, already amply prov- 
facts, and clinch his demonstration 
stating: show that attempt impose 
the general equilibrium exchange rate 
the concordance between cross rates and of- 
ficial parities) under system bilateral trade, 
means placing number ex- 
ceeding the number quantities” 
and that this makes impossible for all the 
conditions satisfied simultaneously 

not consider that shifting the 
terms the problem when resolve the 
Proposition above quoted into its logical com- 
ponent parts, follows: 


(a) system bilateral ex- 
changes; 

(b) the exchange rates cannot 

(c) follows from the 
hypothesis that the number conditions ex- 
ceeds the number the unknown quantities 
(congruous exchange rates): hence the impos- 
sibility that the conditions satisfied. 


Now, affirm: 


(1) that the hypothesis (a) does not give 
rise the thesis (b), but the opposite one; 

(2) that the demonstration (c) mista- 
ken one, because not true that the number 
conditions exceeds the number the unknown 
quantities; the contrary, the system 
equilibrium, which determined regards the 


lat 
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» 
n- 


Banca Nazionale del Lavoro 


exchange rates and the ratios exchanges, 
undetermined regards the quantities ex- 
changed. 


This does not mean denial the facts 
themselves, but denial the thesis advanced 
for explaining them, and the respective de- 
mostration. other words, does not mean 
denial the existence the plague, but 
denial, for instance, the theory that the 
plague was caused the and 
demonstration the groundless character 
the arguments used support that theory. 

have admitted moreover that consider 
that, should hypothesis (a’) the absence 
arbitrage transactions between countries ad- 
ded hypothesis (a), the thesis (b) generally 
speaking holds good (provided, that say, 
that the special cases considered Gini 
excluded); but nevertheless the demonstration 
defective. 

What apparently escapes the attention 
Bresciani-Turroni the fact that without 
the additional hypothesis cannot write 
the 


Eas = Tha kab 
=> Tea Re 
Ese = Tes koe 


the unknown quantitites even 
after the integration that suggested, and this 
for the simple reason that this case the 
system conditions that defines the equi- 
librium cannot made explicit with regard 
the quantities imported and exported, bec- 
ause the said quantities are indeterminate 


probably could, arbitrage transactions 
excluded; but this would evidently have 
demonstrated, and Bresciani-Turroni has not 
done so. Indeed, the reader can see, 
cannot perceive from the demonstration given 
Bresciani-Turroni what the logical bearing 
the possible hypothesis the absence 
arbitrage transactions. point has felt 
the need introducing this hypothesis into 
his demonstration which allows presume 
that considered the hypothesis superfluous, 
But not superfluous, think have 
clearly shown, and evident that 
theory can only demonstrated the basis 
given hypothesis, any line argument 
that claims prove apart from that hypot- 
hesis cannot but vicious. 

think that the critical part article 
was sufficiently exhaustive and have not- 
hing add it. the constructive part 
limited myself, for the sake simplicity, 
illustrating example the line argument 
that leads the demonstration 
tion. any case, intend supply, neces 
sary, exhaustive mathematical presentation 
the problem bilateral trade exchanges, 
which will give unequivocable demons- 
tration assertions. 

have abstained from discussing the specific 
question economic policy for, noted 
the introduction article, consider 
above all advisable try arrive 
stricter formulation those theoretical propos- 
itions that provide the essential premise for 
adequate solution the problem when 
comes translating theory into practice. 


Comment 


Professor GINI 


The attention drawn some parts 
article Bilateral and Multilateral Trade first 
Prof. Bresciani-Turroni (2); and then 


(1) Sec No. January 1949, this Review; Italian 
version Moneta Credito», No. 1948. 

(2) The Cross-Rates Exchange Once More, the 
Review the Economic Conditions Italy September 
1949; Italian edition with some additions Rivista Ban- 
July-August 1949, 


Dr. (3), may leave the reader 
under the impression that the exclusive the 
main purpose that article was discuss 
the criticisms made Bresciani previous 
article the policy the International 


(3) the congruence exchange rates under system 
bilateral trade, this number this Review; Italian version 


Congruence Exchange Rates under System Bilateral Trade 


Monetary Fund (4) and this impression might 
confirmed some phrases the Reply 
that Bresciani has made article. 

article above referred was different and 
important. 

purpose writing was state that 
the system bilateral trade has been forced 
countries circumstances, and that under 
the circumstances which has been given 
effect has represented lesser evil; that 
under those circumstances, also those that 
followed, has rendered appreciable services; 
that cannot done away with until con- 
ditions that will allow multilateral trade are 
reestablished; that moreover the drawbacks 
bilateral trade should not exaggerated, and 
that therefore one should not expect more 
from the reestablishment multilateral trade 
than can give. particular, showed that 
under the hypothesis free market the 
bilateral system makes the attainment equi- 
libria trade exchanges and international ex- 
change rates more costly and therefore less 


accurate and delay them but not 
ultimately prevent them 
These conclusions which seems 


are not unimportant are but special 
the broader theory which think 
have adequately demonstrated and illustrated 
Prime linee Patologia economica (First Out- 
lines Economic Pathology), (4th Edition 
Milan, Giuffré, 1935), that holds that the 
organism abnormal periods oper- 
ates lines keeping with its vital requir- 
ements conformity with rules which 
have endeavoured explain and illustrate 
that are some respects essentially different 
from those characteristic its normal mode 
operating. long abnormal conditions 
Persist, vain and harmful try force 
the economic organism adopt normal rules 
life. The article Bilateral and Multilateral 
Trade will supply the matter for chapter 
the 5th edition, revised and enlarged, the 


(4) The Problem the Cross-Rates Exchange, Re- 
the Economic Conditions Italy May, 1948; Italian 
Rivista Bancaria May-June 1948, 


Prime linee Patologia economica pub- 
lished shortly the U.T.E.T. 

Among the charges brought against the 
system bilateral trade that examined 
that article ‘was not only but also that 
determining the incongruences which now oc- 
cur the rates for the currencies some 
countries, with the result that cross exchange 
rates differ from the direct ones, and this 
connection examined the statement made 
Bresciani-Turroni according which «in 
free marked this discrepancy between direct 
and cross rates derives necessarily from the 
existence bilateral trade relations Thus 
national balance exchange rates and bilateral 
trade are two opposing terms, each excluding 
the other. This principle fundamen- 
tal importance for the monetary policy the 
International Fund». And, after illustrating 
that policy, came the conclusion: The 
international monetary system formulated 
Bretton Woods, incompatible with system 
bilateral trade agreements (5). 

Without passing judgment the degree 
which the International Monetary Fund’s pol- 
icies have responded needs, maintained, 
opposition the above statement Bre- 
sciani’s, that, under system bilateral trade, 
direct exchange rates may differ from cross- 
rates (and this shows how arbitrary the 
statment now made Bresciani that deny 
the actual existence such divergencies, just 
the character Manzoni’s novel denies the 
existence the plague), but that they not 
necessarily differ, and that moreover if, 
first stage, such divergencies should occur, ar- 
bitrage transactions goods always the 
supposition free market will gradually 
reduce them, and will tend reestablish the 
concordance the exchange rates. 

have amendments make this 
position which Dr. has since con- 
firmed, examining detail 
ement the case, and comparing with that 
used dealing with another question Wal- 


(5) See Review the Economic Conditions Italy 
May, 1948, pp. 151 and 153 and Rivista May- 
June 1948, pp. and 19. 
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ras, whom Bresciani did not mention his 
first article but whom referred 
second article, stating that had only applied 
his theory. 

While the conclusion which Dr. 
polito arrives, agrees with mine, his demon- 
stration the other hand independent and 
different. But Bresciani’s inference quite 
arbitrary when concludes that therefore the 
criticisms (Bresciani) made position 
should considered accepted. 

For the purpose criticising arguments 
Bresciani stated that quoted them, but 
matter fact only extracted and criticised 
the illustration one the possibilities had 
considered, which interpreted moreover 
his own way, without taking into account the 
statement that accompanied the effect that 
was simplification; nor the circumstance, 
part explicitly stated and part easly com- 
prehensible, that the example the three 
commodities (bananas, oranges, persimmons) 
was supposed that they were exchanged like 

not purpose dwelling here this 
special criticism, and moreover there can 
doubt that practice the transactions are 
more complicated than those contemplated 
the schematic example given; this, however, 
does not discard the possibility wished 
point out that, under special conditions, there 
may uniformity the price relations 
the goods exchanged between several countries, 
even under system bilateral trade and 
that consequently the direct and the cross 
rates may agree from the moment that the 
bilateral trade balances were established, and 
therefore without the need recourse ar- 
bitrage transactions goods. the other 
hand, admit that the formulation this 
hypothesis, the alternative (a) considered 
article, was not clearly defined, and 
will define here. 

The congruence exchange rates occurs 
more especially (alternative when the fol- 
lowing hypotheses concur: (A) when, for the 
proportions existing the quantities goods 
possessed the whole countries considered, 
the ratios between the marginal utilities the 
goods question are uniform all the coun- 


tries, that the trade exchanges one country 
with another are determined only the 
absence insufficiency some goods con. 
sidered; (B) when usual considering 
such questions the cost carriage and 
other charges hindrances trade 
neglected. 

line argument was follows: 
started from the consideration the two 
sibilities that the moment that the 
teral trade balances were established 
congruence the exchange rates under 
tem bilateral trade will either occur 
will not. Should occur even only under 
hypothetical conditions that are not often met 
with practice all well; should 
occur then, under free market conditions, 
rage transactions goods, and also, Dr. 
has well remarked, result 
the reexportation one country 
produced with raw materials imported from 
others. 

Even had been well founded and 
have said, was not Bresciani’s criticism 
one the possible cases under which the 
congruence would have occurred from the 
moment that the bilateral trade balances were 
established, would not have affected the sub- 
stance position. was for this reason 
that had not thought worth while reply 
Bresciani. But glad that his comment 
Dr. article, which the Editor 
the Review has kindly communicated 
me, now enables make clear Dr. 
and myself the fundamental 
the discrepancies between our conclusions 
and those Bresciani. 

think the whole discussion now clearly 
shows that Bresciani’s proposition that exchange 
rates under system bilateral trade 
inevitably incongruous, can not accepted 
for two reasons: (A) because, under certain 
special conditions, this incongruence does 
occur from the moment that the bilateral trade 
balances were established; (B) because, 
from such special conditions, any 
that might occur could only persist arbitrage 
transactions goods and the adjustments 
arising from the productive process excluded. 
does not seem that Bresciani realises that 


Congruence Exchange Rates under System Bilateral Trade 


this latter hypothesis the one hand 
essential for the validity his position, but 
the other conflicts with his other hypothesis 
free market, according which use 
own words «both the quality 
and type the goods imported exported 
and the exchange rates for the various cur- 
rencies, are the result transactions effected 
freely the markets This was the hypo- 


thesis from which started and which was 
the basis both his and treatment 
the subject. 

not impossible that, when have some 
further contribution make the subject 
the congruence exchange rates other 
kindred subjects, may take the matter 
again, subjecting closer scrutiny our respec- 
tive points view. 
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Recent Trends the Geographical Distribution 


Italy’s Foreign Trade: 1938-1949 


GIULIO PIETRANERA 


General features the 1938-1949 development. 


The figures contained Table show the general 
trend Italy’s foreign trade between 1938 and 1949. 
characterised two main features: 


(a) the growing percentage imports covered 
exports; the 1938 ratio 72.9 per cent had fallen 
low 36.44 per cent 1947, after which rose 
69.3 per cent 1948 and 74.8 per cent 1949; 

(b) calculated pre-war lire, the 1938 deficit 
amounted billion rising 11.4 billion 1947 
and then falling 4.6 billion 1948 and 4.2 
billion 1949. short, the real value the deficit, 
after increasing 280 per cent 1947, was only per 
cent above the pre-war level 1948 and per cent 
1949. 

Now both the improvement the ratio between 
exports and imports and the drop the real deficit 
after the crucial year 1947 are due above all 
the considerable increase exports. Imports, after 
the peak reached 1947, fell much lower level 
the following years, while exports showed reverse 
tendency. 


Foreign trade 1949. 


the end 1949 Italy’s balance trade closed 
with deficit 222,495 million lire against 252,208 


DEVELOPMENT ITALIAN FOREIGN TRADE 


lire 1948. There was therefore 11.01 per cent 
decrease the deficit. 

The values the goods imported 1949 was 
855,062 million lire (1948: 822,832 million; increas 
4.01 per cent). The value the goods exported was 
632,567 million lire (1948: 570,624 million; increase 
8.70 per 

Table shows the quarterly trend trade and 
the deficit 1949 and 1948, enabling see the 
two periods their proper light: 


(a) the drop the deficit 1949 compared 
with 1948 (11.01 per cent) was due mainly the 
increase the rate exports over that imports 
fact, whereas the latter increased 4.01 per cent 
1949, exports showed increase 8.70 per cent; 

(b) the survey based quarterly periods and 
indices expansion affords the possibility 
ing change tendency the two periods examined. 

1948 imports whole followed downward 
trend. compared with the first quarter the year, 
they increased per cent the second quarter and 
then decreased per cent the third quarter and 
per cent the last quarter. Exports, the other 
hand, increased briskly and progressively, 28, and 
per cent the respective quarters. 

Also 1949 imports followed downward tend 
the whole. true that they increased per cent 
the second quarter compared with the first, but 


(milliards lire) 


Deficit 


1938 Lire (a) 1938 Lire (a) 1938 Lire (a) 
milliards| Index milliards| Index Index 
Lire Lire Lire imports 
lire number lire number lire number 
1947 930.6 18.- 162 339.2 6.6 380 36.44 
1948 822.8 15.1 136 570.7 10.5 130 153 69.3 
1949 855.- 16.5 147 632.5 12.3 152 133 


(a) Current lire have been converted into 1938 lire the basis the wholesale price index number compiled the 
tral Institute Statistics. 


Recent Trends the Geographical Distribution Italy’s Foreign Trade 1938-1949 
ITALY’S FOREIGN TRADE: IMPORTS, EXPORTS, DEFICIT 1948 AND 1949 QUARTERS 
(millions lire) 
Statistica del Commercio con the Central Institute Statistics, Series II, No. Rome, 1949. 
ITALYS’ FOREIGN TRADE GROUPS COMMODITIES: 1938, 1948 AND 1949 
(millions lire) 
1938 1948 1949 
IMPORTS: 
Il. Products ind. other than food, and related raw materials 6,949 61.64 304,974 37.05 448,086 
Natural products, waste, by-products and scrap 2,762 24. 18. 232,783 27.20 
Products first processing transformation 182 7,233 0.90 6,916 0.80 
| 
EXPORTS: 
Products first processing transformation 1,261 12.—| 33,078 42,756 6.80 
Products ind. other than food, and related raw materials 6,878 79.85 483,512 76.43 
Natural products, waste, by-products and 657 6.26| 25,373 4-42 30,357 4.80 
uller processing or transformation 4,354 41.47 | 274,770 | 48.10 | 311,677 49.27 


Source: Statistica del Commercio con l’Estero, the Central Institute Statistics. 
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they decreased and per cent the two subsequent 
quarters. Unlike 1948, exports also followed 
downward trend: per cent the second quarter 
and per cent the third quarter, only picking 
per cent the last quarter. 

This points mainly comparative decline 
exports 1949 compared with the considerable 
increase 1948. The decline imports was parti- 
cularly noticeable the last quarter 1949; that 
exports instead refers the whole year, despite the 
unexpected increase the last quarter. This extre- 
mely fluid tendency deserves carefully examined, 
particularly with regard the change the geo- 
graphical structure Italian trade currents and 
data become available the devaluations Sep- 
tember 1949. 


Distribution foreign trade groups com- 
modities. 


Table III contains figures relating the distribu- 
tion groups commodities accompanied the 
percentages participation. Table contains those 
relating the principal goods exported. 

The analysis Table III leads the following 
observations with regard imports: 


(a) the percentage participation for food- 
stuffs and related raw materials rose from 14.78 per 
cent 1938 45.85 per cent 1948. The subsequent 
large decline 1949 the percentage (29.69 per 
cent) and absolute values obvious symptom 
return normal conditions; 


(b) the percentage manufactured products 
other than foodstuffs and their related raw materials 
dropped from 61.64 per cent 1938 37.05 per 
cent 1948, rising 52.39 per cent 1949 with the 
return normal equilibrium the trade structure. 
Values also increased considerably, rising from 304.9 
billion lire 1948 448 billion lire 1949. 

The following observations may made with 
regard exports: 


(a) the whole, traditional exports food- 
stuffs and relative raw contributed 
creasingly Italian sales abroad. 1938 the latter 
participated the general total exports the 
extent 33.62 per cent. Between 1948 and 1949 the 
percentages (1948: 19.76 per cent; 1949: 22.58 per 
cent) and values (1948: 112.7 billion lire; 1949: 142.3 
billion lire) increased result the reopening 
many markets Italian fruit and vegetable exports 


(for the latter see the figures Table IV); 


(b) the resumption exports manufactured 
products other than foodstuffs». Between 1938 and 
1948, sales the latter increased both percentage 
and absolute values, rising from 65.52 per cent 
before the war 79.85 per cent 1948. The slight 
decline this percentage 1949 (76.43 per cent) only 
means that this group participated lesser extent 
the export boom. quantities and absolute 
values however there was increase between 1948 


and 1949, the former rising from 2012.4 2136.4 tons 
and the latter from 456.4 483.5 billion lire, 
this group still the most important the Italian 

Table enables estimate the trend 
exports three fundamental sector (fruit and 
tables, textiles and machinery). 

PRINCIPAL GROUPS EXPORTS 1948 
AND 1949 

(metric tons unless otherwise stated) 


Fresh Fruit Vege- 

Fresh vegetables 
Citrus fruit 
Fresh fruit 

Textiles: 
Cotton yarns 
Cotton fabrics 


334,539) 


23,423 


Synthetic fibre fabrics . 3,205, 4,691 5,562] 9,250 
Fabrics containing synthe- 

tic fibres 1,477 
Engineering: 
Apparatus for electric de- 


Ball bearings their 1,091| 4,248) 
Sundry utensils imple- 

Auto-vehicles (No.) 16,529) 
Commercial 

Spare parts for auto-vehi- 


3,594 


Besides the already mentioned expansion fruit 
and vegetable exports which surpassed the pre-war 
quantity, general increase textiles was 
between 1948 and 1949. Highly significant, with 
gard the pre-war period, the progress yarns 
and the recess fabrics. 

compared with 1938, there was considerable 
increase exports almost all the products the 
mechanical industry. Between 1948 and 1949 there 
was marked increase electrical machinery and 
equipment and motor vehicles and their parts. 
recess apparent the exports machine tools and 
industrial motor vehicles. 


foreign trade between 1938 and September 

Tables and contain figures for Italian 
trade for the period January 1-September the 
years 1938, 1948 and 1949, distributed currency 
political 


— 
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IMPORTS, COUNTRIES: 1938, 1948 AND 1949, FIRST NINE MONTHS 


Countries 


IMPORTS Total 
Sterling Area Total 


Main Countries: 


Australia 
United Kingdom 
South Africa 
India 
Pakistan 


British Malaya 
New Zealand 
Ethiopia 

Hong Kong 
Italian Colonies 


Dollar Area Total 


Main Countries 
United States 
Brazil 
Canada 
Chile 
Mexico 
Uruguay 
Venezuela 
Cuba 
Peru 


Countries 


Continental Countries 


Germany 
Switzerland 
Belgium-Luxemburg 
France 

Sweden 
Netherlands 
Denmark 

Norway 

Turkey 

Greece 
East Europe Total 
Poland 

Yougoslavia 
Czechoslovachia 

Hungaria 

Bulgaria 

Rumania 


Other Countries Total 


Argentina 

Iran 
Hegiaz Neged 
Spain 
Tunisia 
Belgian Congo 
Morocco 

Finland 
Palestine 


(a) These percentages have been calculated the 
Included Germany. 


(millions lire) 


1938 

8,541.6 
1,419.8 16.88 
181.6 2.16 
536.4 6.38 
124.9 1.48 
2.39 
155.2 1.84 
29.8 0.34 
59.2 0.70 

129.3 
1,470.4 17.48 


1,036.2 12.32 


92.8 
29.7 0.35 
1.60 
13.6 0.15 
0.58 
13.1 0.15 
3.3 0.03 
0.03 
(4,046.2)| (47.36) 
41.69 
2,325.1 27.64 
256.5 3.05 
175.3 2.08 
(b) 
164.9 1.96 
0.97 
24.7 0.29 
86.4 
165.9 1.96 
72.2 0.86 
33.2 0.39 
980.3 11.65 
215.5 2.56 
2.69 
0.07 
1.63 
189.9 2.25 
14.43 
32.6 0.39 
140.9 1.66 
55.3 0.65 
27.9 0.32 
92.6 
80.2 0.95 
0.01 


627,924.3 
84.624.6 


18,613.0 
10,563.6 

6,610.5 


13,720.7 | 


1,617.0 
3,184.6 
5,410.0 

2,774.3 


294,067.9 


11,375.3 
5,974.6 
1,704.2 
3,021.4 

6,278.5 

7,724.0 
5,455.2 
9,094.8 | 
7,247.0 
7,261.4 
7,676.7 
2,910.6 
2,950.5 
5,531.3 
2,198.0 
6,252.8 
8,513.0 
7,035.5 
1,839.6 

574.5 

822.5 

103.0 


6,170.8 
2,418.3 
1,507.2 
1,890.5 
1,624.6 

679.2 


3.03 
2.96 
1.68 


1.05 
2.19 


0.26 


0.51 
0.87 
0.02 
0.44 


46.83 


38.93 


2.21 | 


0.96 


0.48 


0.15 


0.08 


(17.08) 


14.02 


1.82 


2.90 
1.23 
0.87 
1.45 
1.16 
1.23 
1.46 


0.86 
0.35 
4.02 


1.36 
0.09 


0.13 


0.02 


21.82 


25.85 
2.11 


0.99 
0.39 


0.24 
0.26 


TABLE 


increase 


decrease 


1949 
1948 


total exclusive the trade with Italian Colonies, 


100.00 8.56 
120,787.7 17.72 42.27 
24,956.5 3.66 
1.47 
6,299.1 69.03 
76.12 
| 295395-3 | 43-32 + 42 
4,624,2 0.68 171.36 
45.84) 
130,314.8 19.26 48.65 
130.54 
18,412.7 2.70 138.38 
15,461.0 2.27 183.42 
8,363.1 1.23 15.17 
5,980.7 0.88 22,09 
4,520.9 0.67 §5.30 
19.80 
41,480.6 6.13 
17,781.3 2.61 184.37 
7,239.6 1.06 14.96 
1,345.7 0.20 63.74 
39,564.8 5.80 60.24 
37.33 
2,654.2 0.39 76.11 
2,380.7 0.35 46.52 
0,006 64.82 
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(millions lire) 


1938, 1948 AND 1949, FIRST NINE MONTHS Taste 


Countries 


EXPORTS Total 


Sterling Area Total 

Main Countries: 

United Kingdom 

British Malaya 

Australia 

British West Africa 

South Africa 

British East Africa 

Italian Colonies 


Dollar Area Total 
Main Countries: 

United States 

Brazil 

Venezuela 

Canada 

Uruguay 

Mexico 

Chile 
Countries 
Continental 


Germany 
Switzerland 
France 
Austria 
Netherlands 
Norway 
Greece 
Denmark 
Turkey 
Portugal 


East Europe 


Yougoslavia 
Poland 
Czechoslovachia 
Hungaria 
Bulgaria 
Rumania 

Other Countries Total 
Argentine 
Syria 
Liban 
Iran 
Spain 
Palestine 
Morocco 
Finland 


! 


1938 1948 
7,509.7 100.00 382,655.9 100.00 
396.0 6.66 
165.3 2.78 19,788.0 5.17 
1.97 5-34 
14.2 0.23 2,071.6 0.54 
53.8 0.90 0.77 
33.6 0.57 2,417.1 0.63 
15.8 0.27 1,154.7 
71.4 5,276.7 1.38 
15.3 0.25 2,195.0 0.57 
4.2 0.07 1,145.0 0.30 
0.6 0.01 1,375.0 
222.5 1,205.7 0.32 
1,564.0 26.30 0.35 
887.4 14.92 66,128.3 17.28 
$54.9 9.33 9:49 
68.9 1.16 2.02 
27.5 0.46 4,623.8 
26.9 0.45 0.57 
40.5 2,668.3 0.70 
24.4 0.40 4,903.2 1.28 
42.9 0.72 1,045.0 0.27 
(3,001.9)| (50.48)| (47-23) 
2,604.3 43-79 34.21 
1,469.2 24.71 3.18 
350.4 5.89 8.87 
227.7 3.83 18,443.8 4.82 
(a) 6,638.0 1.73 
98.6 1.66 3-53 
96.3 1.62 3.80 
97.7 1.64 7,652.9 2.00 
72.3 6,444.7 1.68 
41.6 0.71 5,089.3 
53.2 0.89 5,174.0 1.36 
0.42 2,272,9 0.60 
577-0 9-70 24,726.5 6.48 
158.6 2.67 8,588.7 2.24 
85.1 1.43 5,993.8 1.57 
100.9 
0.5 0.008 1,405.7 0.37 
97.8 1.65 922.0 0.24 
45.4 0.76 1,213.9 0.32 
88.7 1,981.4 0.52 
2,284.7 38.42 68,911.5 18.07 
328.0 5.52 11.81 
31.6 0.54 5,489.3 1.44 
2.7 0.05 0.82 
81.5 1.36 0.57 
13.3 0.22 2,034.7 
36.9 0.62 0.35 
27.1 0.45 727.7 0.19 


| 
increase 


1949 
466,061.8 100.00 21.80 
49,668.2 10.66 80.97 
2,800.8 0.60 46.93 
2,480.4 0.53 12.98 
2,109.0 0.45 + 84.19 
2,049.3 0-44 49,01 
1,102.1 0.24 — 8.55 | 
46,2560 9-92 30.05 
18,604.9 48.79 
2.76 
1,781.4 0.38 63.68 
34,873.4 7-48 186.48 
25,825.6 
12,289.8 2.64 85.37 
11,582.7 2.49 
2.06 33.97 
4,066.8 0.88 21.40 
1,462.8 35-64 
27.86 
2,729.8 0.59 196.09 
790.6 60.08 
715.0 0.15 
100,96 


1,463.4 


(a) These percentages have been calculated the totale exclusive the trade with Italian Colonies, 


(b) Included Germany. 


Recent Trends the Geographical Distribution Italy’s Foreign Trade 1938-1949 


The period which the figures question refer 
(namely that between January and September 
the respective years) particular importance 
inasmuch throws light some features charac- 
terising the evolution Italy’s foreign trade very 
critical moment, namely the period immediately 
preceding the first consequences the 1949 devalua- 
tions. This period has been chosen just for this 
purpose; the figures relating the last quarter the 
year will given mainly for information Tables 
the text and Tables and the statistical 
appendix. 

Table contains particular Italian imports 
between January and September 30, 1949 (compared 
with the same period the previous year and 1938) 
distributed according the following currency areas 
and political zones: 

sterling area; 

dollar area; 

O.E.E.C. countries (total and continental); 
Eastern Europe (not including Finland); 
the other countries the world. 

The various countries are listed the groups they 
belong according the importance the value 
imports between January and September 30, 1949. 
Table has been compiled accordance with the 
same principles and refers exports. 

The most noteworthy aspects the development 
between 1938, 1948 and 1949 may summed 


Between 1938 and 1948: 


(a) for imports, the participation several areas 
showed marked changes. 
There was increase for: 
dollar area (from 17.48 46.83 per cent); 
«other (from 14.43 21.82 per 
cent) (1). 
Imports from other zones decreased the following 
extent (in order importance): 
Eastern Europe (from 11.65 4.02 per cent); 
continental O.E.E.C. countries (from 41.69 
14.02 per cent); 
sterling area (from 16.88 13.44 per cent): 


(b) Exports moved the following directions bet- 
ween 1938 and 1948: 


(increase) 
sterling area (from 19.45 24.16 per cent); 
dollar area (from 14.92 17.28 per cent); 
(decrease) 
other countries (from 38.42 18.07 per cent); 


after substracting continental O.E.E.C. countries, the 
countries Eastern Europe and the dollar and sterling areas. 
The principal other countries far Italy’s foreign trade 
concerned, are Argentina, Spain and Finland. 


continental O.E.E.C. countries (from 38.42 
18.07 per cent); 


Eastern Europe (from 9.70 6.48 per cent); 


Between 1948 and 1949: 


(a) shifted follows: 

(increase) 
Eastern Europe (from 4.02 6.13 per cent); 
sterling area (from 13.48 19.26 per cent); 
continental countries (from 14.02 

19.26 per cent); 

(decrease) 
other countries (from 21.82 13.86 per cent); 
dollar area (from 46.83 43.32 per cent): 


(b) Exports the various zones shifted follows: 
(increase) 
sterling area (from 24.16 33.25 per cent); 
Eastern Europe (from 6.48 7.07 per cent); 
other countries (from 18.07 18.77 per cent); 
(decrease) 
dollar area (from 17.28 9.92 per cent); 


continental countries (from 34.21 
31.22 per cent). 


Indeed, 1938 both imports and exports were 
distributed more less follows: little more 
than half referred Continental Europe (continental 
O.E.E.C. and Eastern European countries); 
more than quarter other countries almost one 
sixth the dollar area and little more than one 
sixth the sterling area. 

Some characterising features deserve noted 
with regard this distribution: 


the fact that Italy’s foreign trade was mainly 
centred Europe; 

the practical equivalence the dollar and 
sterling areas; 


the very slight disequilibrium the total 
balance trade despite the disequilibrium the 
balances with various zones areas. 


1948 the structure foreign trade was comple- 
tely different, mainly owing the greater disequili- 
brium the single partial balances with countries 
with which Italy trades clearing basis. 

Also the distribution data among the areas and 
zones was very different. Continental Europe (conti- 
nental and Eastern European countries) only 
accounted for about one sixth the imports and two 
fifths the exports. The dollar area surpassed all 
others with regard Italian imports (about half) and 
increased its quota exports (about one sixth) almost 
reaching that other countries» which, however, 
participated more extensively imports (about one 
fifth) than 1938. 
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The equivalence between the sterling and dollar 
areas ceased, owing the important part played 
the latter with regard imports. 

Continental Europe the O.E.E.C. countries lost 
more than the Eastern European countries the 
import sector (about two thirds against one half), 
but declined far less than the Eastern zone outlets 
for Italian 

short, the change foreign trade current 
whole shown the data for 1948 mainly due 
the polarisation imports the dollar area and 
overseas countries. This accompanied disper- 
sion exports, mainly the detriment the other 
countries» and the continental O.E.E.C. coun- 
tries (2). 


For 1949, however, the data show tendency 
correct the trend characterising 1948. 

With regard imports Eastern Europe showed 
the greatest comparative expansion, followed the 
sterling area and the continental O.E.E.C. countries. 
fact, the European whole accounted 
for one quarter instead one sixth imports, while 
the sterling area accounted for one sixth instead 
one seventh. Moreover there was heavy drop 
total imports from overseas (from about one quarter 
about one eighth for countries») and 
slight drop imports from the dollar area. 

With regard exports there was large expansion 
sales the sterling area (from one fourth one 
third), while sales «other countries» remained 
practically unchanged. 

Continental Europe benefited from the progress 
Eastern Europe, while there was slight decline 
with regard continental O.E.E.C. countries. Se- 
rious losses occurred the dollar area, sales which 
were almost halved. Consequently the European Con- 
tinent received about two fifths Italian exports. 

short, the 1949 trend revealed general expan- 
sion trade with the sterling area and Continental 
Europe (particularly with Eastern Europe). The part 
played «other countries» Italy’s export trade 
remained practically unchanged, decreasing considera- 
bly the import The dollar area receded 
both for exports and imports. The concentration 
trade Continental Europe clearly seen, well 
the drop trade with the dollar area. particular, 
trade shifted considerably towards the sterling area 
(particularly for exports) and towards other coun- 
tries (also for exports). 


Europe. 


this European (and especially continental) con- 
centration likely prevail the immediate future 
will there resumption the expansion trade 


(2) should remembered that other countries refer 
almost exclusively overseas areas, with the exception 
Finland and Spain. 


overseas countries? view present data and 
forecasts, are opinion that Italy’s trade with the 
Continent Europe likely increase, quite apart 
from the policy integration and the liberalisation 
trade. This opinion may justified more 
detailed survey our continental trade and the pro- 
spects afforded the devaluation the pound and 
the other currencies which followed it. 

The growing Continental European character 
Italy’s foreign trade becomes apparent from closer 
comparative analysis the participation Europe and 
its parts and other currency areas and zones 
trade with Italy and the world. 

order make this comparison, Table VII 
should examined. This Table contains the indices 


Taste 
RATIO ITALIAN TRADE WITH SINGLE MONETARY 
AREAS COUNTRY THE WHOLE ITALIAN 
FOREIGN TRADE 
(Indices, 


Imports Exports 


! 


Continental OEEC 


Other countries 
the sterling area 
(less United 


the percentual participation the various areas 
zones Italy’s trade with the world: 


(a) Italy’s participation European trade fell 
from 100 1938 1948 and 1949 for 
imports, while exports were one per cent lower 
1948 than 1938, but increased two per cent 1949. 
Also the recovery imports between 1948 and 1949 
(from 48) noteworthy; 

(b) trade currents outside Europe all declined 
between 1948 and 1949, excepting the sterling area 
and the case exports other countries 

(c) analytical survey trade with the sterling 
area enables remark that the rise imports 
attributed almost exclusively countries the 
sterling area other than the United Kingdom. 
fact, the index number for the participation the 
United Kingdom fell from 100 1938 
and 1949, while that for the participation 
other countries the sterling area rose from 100 
1938 and 1948 181 1949. 


For exports, the contrary, the participation 
the United Kingdom increased more than that the 
other sterling countries, rising from 107 160, while 
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the participation the latter countries rose from 133 

With regard exports the current trade with 
sterling countries outside Europe much less im- 

rtant than appears and attributed 
the United Kingdom. the case imports, 
the other hand, greater than appears since 
attributed mainly sterling countries other 
than the United Kingdom. For this reason the import 


extent 65.88 per cent for imports and 70.09 per cent 
for exports. 1948 (nine months) the percentage 
imports fell 64.80 per cent and that exports 
61.58 per cent. 1949 (nine months) these two per- 
centages remained stationary: 64.38 and 61.58 per cent. 

1938 (nine months), the countries Eastern 
Europe participated Italy’s trade with Europe 
the extent 18.41 per cent for imports and 15.53 per 
cent for exports. 1948 (nine months) 


ITALY’S FOREIGN TRADE WITH EUROPE, GEOGRAPHICAL AND POLITICAL DISTRIBUTION 


FIRST NINE MONTHS 1938, 1948 AND 1949 
Millions Millions Millions 
IMPORTS 
Foreign Trade Continental Europe 55.83 18.46 26.85 
EXPORTS 
Foreign Trade Continental Europe 40.51 41.30 


(a) Germany, Switzerland, France, Austria, Belgium-Luxemburg, Sweden, Netherlands, Norway, Greece, Denmark, Turkey, 


Portugal. 


(b) Yougoslavia, Poland, Czechoslovachia, USSR, Hungaria, Bulgaria, Rumania. 


(c) Spain, Finland, Gibraltar, Ireland, Malta. 


(d) Total trade (imports and exports) between Italy and the other countries the world. 


peak part the general dislocation Italian 
purchases from overseas and must considered 
together with that the dollar area. 

Equally interesting are the indices participation 
the various European zones the whole Italy’s 
trade with Europe, which are given Table VIII. 
This Table contains the data and percentages refer- 
Italy’s trade with Europe, with continental 
Europe and with certain European zones (continental 
countries, Eastern Europe, other European 
the United Kingdom, Austria and Ger- 
many). usual, the data and indices refer the 
first nine months the years 1938, 1948 and 1949. 

1938 (nine months) the continental O.E.E.C. 
countries participated Italo-European trade the 


centage participation rose 18.58 per cent for 
imports and fell 13.12 per cent for exports. 1949 
(nine months) these percentages rose respectively 
20.49 and 13.95 per cent. 

Among the data Table VIII, those referring 
Austria and Germany deserve special attention, since 
was these Central European countries that Italy’s 
trade was concentrated the past (3). 1938 
months) they accounted for 43.67 per cent Italy’s 
imports and 39.54 per cent its exports the Euro- 


(3) The indices for the participation the United Kingdom 
have already been commented upon. Those referring syntheti- 
cally other european countries are little interest owing 
the dissimilarities existing this group countries. 
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pean sector. 1948, immediate consequence 
the war, these percentages had fallen 26.88 and 
per cent respectively. 1949 their participation 
imports dropped 20.07 per cent, while their 
participation exports rose 20.03 per cent. 

The above statistical survey not only proves the 
concentration Italy’s foreign trade Continental 
Europe and Europe general, but shows that special 
progress has been made Central and Eastern Europe 
and testifies the fact that Italy gradually re- 
conquering these markets. 

remain seen if, and what extent, the 
devaluations September 1949 may have strengthened 
weakened the trends have mentioned. 


Trend Italy’s foreign trade between September 
and December 31, 1949 and the effects cur- 
rency devaluations. 


the considerations made hereafter, the previ- 
sions anticipated the consequences the September 
devaluations will compared with the data concern- 
ing the last 1949 quarter. These data and the relative 
indices may found the Tables and the 
statistical Appendix and Table the text. 

The Tables the Appendix contain data referring 
imports and eports the end 1938, 1948 and 
1949, distributed according currency areas and 


political zones, They correspond Tables and 


and are given the form compiete analysis for 
the purpose comparison. 

Table shows participations the various cur- 
rency areas political zones the end September 
and the end December 1949 and the respective 
percentages increase and decrease. The indices 
contained Table will briefly commented 
upon the following remarks: 


(a) the anticipations with regard imports 
have proved correct; fact the participation the 
sterling area has remained almost unchanged (as 
matter fact has dropped 0.8 per cent), above all 


because the sterling credits assessed that time have 
not yet been utilised. 

When the devaluations occurred, the most 
effects were expected the export sector. There has 
fact been drop 8.10 per cent the participation 
percentage for Italian sales the sterling area, namely 
bigger drop than any other zone area 
nected with Italian trade. 

short, may say that though currency 
luations have not increased Italian purchases the 
sterling area, they have checked the expansion 
Italian sales, altogether reducing the sterling 
considerably favour trade with conti- 
nental Europe; 


(b) likewise, forecasts regarding larger trade 
rents between Italy and continental O.E.E.C. 
tries proved correct. There was 0.99 per cent 
increase imports and 8.42 per cent increase 
exports the participation this group countries 
Italian trade; 

(c) trade with Eastern Europe also increased and 
its participation was 2.72 per cent higher for imports 
and 8.48 per cent for exports; 

(d) the reaction anticipated with regard the 
dollar area appear have proved only partly correct. 
There was appreciable drop the latter’s partici- 
however that this drop was lower than might have 
been expected view the year’s trend. 

The effect exports was more marked: 
pation increased per cent despite keener inter- 
national competition. This most interesting result, 
particularly compared with the decline (24 per 
cent) said participation between the end 
and the end 1949. 

Also trade with «other (mainly 
with Argentina) followed the trend anticipated the 
time the devaluation: there was 2.09 per 
decrease the participation imports and only 
6.24 per cent drop the participation export. 
should mentioned that between the end 198 


PERCENT PARTICIPATION SINGLE AREAS ITALY’S FOREIGN TRADE SEPTEMBER 
AND DECEMBER 31, 1949 
(millions lire) 


30/9/49 
Continental O.E.E.C. Countries 19.26 
13.86 


IMPORTS 


EXPORTS 
increase increase 
30/9/49 30/9/49 
41.57 4.04 9-92 10.25 
0.99 (42.28) (44.76) 
20.73 0.99 31.22 33.85 
6.30 2.72 7.07 7-67 
13.82 18.77 17.60 
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IMPORTS AND EXPORTS 


1949 COUNTRIES 
(Milliards lire) 


Only the countries with volume with more than milliard lire are 
indicated 
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and the end 1949 the quota imports accounted 
for other dropped about per cent 
while that exports decreased about per cent. 


the whole the changes occurring Italy’s 
foreign trade between September and December 31, 
1949 still further stressed its tendency concen- 
trated within Europe the detriment others parts 
the world (see Table X). 


ITALY’S FOREIGN TRADE WITH EUROPE 
1938, 1948 AND 1949 
(millions lire) 


First Whole 
Year 


Imports 


62.68 23.47 29.69 31.63 


Exports 


(a) Total trade (imports) between Italy and the other 
countries the world, 


(b) Total trade (exports) between Italy and the other 
countries the world, 


the indices for European participation which rose 
from 29.69 per cent (September 30) 31.63 per cent 
(December 31) for imports and from 52.67 per 


(September 30) 53.54 per cent (December 31) for 
exports (see Table X). 


The Export drive policy. 


The most important characteristic the trend 
Italy’s foreign trade the end 1949 was undoub- 
tedly the fact that exports did not decline. 
have seen, they increased per cent value during 
the last quarter compared with the before last and 
per cent compared with the first quarter. Com- 
pared with 1948 they increased about per cent 
current value and per cent real values. 

comparison between the indices for the quantities 
and prices the goods exported during the first 
three quarters 1949 and those for the last quarter 
shows that the real value exports remained practi- 
cally the same. fact the indices for the 
exported show increase per cent, while those 
for prices show decrease per cent. Further, 
the indices for the quantities exported between 
September and December 1949 are considered, the 
quantities exported are seen have risen from 
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133-9 prices moreover have not 
decreased, but have risen per cent average (4), 

Under these conditions, very interesting 
consider the part actually played the export drive 
policy their expansion. order give our readers 
some idea the importance this policy, will 
give some details regarding the financing exports, 
This financing takes the form advances which the 
Italian Foreign Exchange Board receives from 
the Bank Italy order purchase the foreign 
currency coming into the country exchange for 
goods exported from exporters free the latter 
from credits with abroad. 

The advances made the Bank Italy the 
Italian Foreign Exchange Control Board are entered 
current account opened the latter with the 
Bank Issue. Since this account represented the 
most important item coming under the heading 
Sundry (Debitori diversi) the balance- 
sheets the Bank Italy, shall base the following 
consideration it. 

Table shows the quarterly changes the 
Debtors’ Account» the two periods considered: 


QUARTERLY CHANGES 
THE SUNDRY DEBTORS’ ACCOUNT 
(advances the Italian Foreign Exchange Control Board 
the Bank Italy) 
(billions lire) 


Percentage 
Quarterly increases 1949 


uarte 
with 1948 
Third quarter. 72.1 82.9 


Fourth quarter 44.2 63.2 


will seen, the ratio between the balances 
the «Sundry Debtors’ Account» and consequently, 
roughly, the ratio between the advances the two 


(4) Statistica del commercio Central 
Institute Statistics December 1949, No. Tables ter 
and quarter pages and The percentages the text 
refer the last quarter compared with the average for the 
first three, 

According the most recent figures, which refer 
January 1950, the value exports amounts 52,937 million 
lire. Compared with December 1949, therefore, there 
decrease about per cent (only 0.42 per cent compared 
with the 1949 average: 52,713 million lire). 

The indices for the quantities exported January ‘ell 
per cent compared with December 1949 and per 
compared with the yearly average. the other hand price 
indices show increase per cent compared with the 
end 1949 and about per cent compared with the 
yearly average. 

See Statistica del commercio con January 195°, 
No. 
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periods, changes from the first quarter 
(as compared with the first quarter 1948) 
and per cent the two following quarters, only 
rising per cent the last quarter. 

Statistical records this kind might lead one 
suppose that the contributions made the Treasury 
towards the financing exports are following 
downward trend and attribute great weight 
the change the policy this sector. 
But more accurate scrutiny leads quite different 
not opposite conclusions. 

the quarterly increases the Debtors’ Ac- 
count» are referred the quarterly changes ex- 

rts each period, approximate index number 
the financing said exports obtained. The 
index numbers Table XII, calculated this basis, 


Taste 


DATA AND INDICES RELATING THE FINANCING 
EXPORTS DURING THE FIRST NINE MONTHS 
1948 AND 1949 


billions billions 


Indices (a) lire Indices (a) 


11.4 66.8 
First quarter (c) (c) 
12.2 29.3 


Second quarter (c) 
82.9 


72.1 

2 c 
63.2 

quarter 720% 

(b) 7-7 


Third quarter 


(a) The indices have been calculated dividing the quar- 
terly increase the Debtors’ the quarterly 
exports and placing the quotient centesimal 
basis. 

The drop the index number negative values 
due the boom exports which characterised the 
fourth quarter 1949. 

index number can calculated the variation 
this quarter negative. The figure given 
rator for the ratio represents the quarterly balance the 
Debtors’ Account which increased whole despite the 
absolute decline exports. 


show that there was increase and not decrease 
this form financing (in relation the value 
exports) 1949. 

The indices financing which were positive and 
often very high during the last nine months 1948 
cannot calculated the first three quarters 1949 
owing the negative values the quarterly balances 
for exports; against the latter there the enormous 
variation the index the last quarter 1949 
(720 per cent) which seems have come purpose 
check potential drop exports. The foregoing 
may taker. proof that the increase the abso- 
lute figures the balances the Debtors’ Account 
1949 compared with 1948 helped check 
greater decline exports and, during the last quarter, 
achieve slight increase. The same considerations 
would also appear point the conclusion that the 
decline the export boom during the whole 1949 
was attributed chiefly the change international 
conditions or, most, measures other than the 
purchase foreign currency from exporters (who are 
thus replaced creditors with abroad). 

Lastly, Table XIII gives the possibility 
assessing another important aspects the export drive 
policy March 31, 1950 namely the total bulk 
credits which have accumulated with foreign countries 
resulting from the clearing accounts. 

Taste 


CASH POSITION CLEARING ACCOUNTS WITH 
THE SEVERAL COUNTRIES March 31, 1950 


Total available 


Countries amounts (lire) 


Italy abroad 


France («A» Account-Francs) 
Norway 158,157 
Poland 1,980,054 
Turkey 

Hungaria 


2,542,000 
336,122 


869,392 30,608 
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ITALIAN BUDGET SUMMARY ASSESSMENTS AND OBLIGATIONS 
(in milliards lire) 


Assessed revenue Engaged expenditure 


Financial year Current revenue Move- Current expenditure Move- 


beginning July 
Total 
rent 
rent 


1938-39 0.9 
1945-46 128 
1946-47 352 
1947-48 
1948-49 987 
July 1949 

February 1950 685 889 


Source: Conto riassuntivo del 


ITALIAN BUDGET SUMMARY CURRENT REVENUE, MAIN CATEGORIES (a) Table 


1947-48 1948-49 1949-50 (b) 


millions millions millions millions 


Revenue from taxation: 


non recurrent 


322,271 


Other revenue: 


real estate revenue 29,729 68,439 


Grand 352,000 100 832,141 1,107,670 1,162,783 


(a) Revenue assessed the period the basis the provisional assessments the end financial year. 
(b) 
Source: Report Italy’s Economic Situation, submitted the Parliament the Minister the Treasury, January 30, 


ITALIAN INTERNAL NATIONAL DEBT 


Consolidated Reedemable Floating debt Total internal 
End 


ces 


counts Italy 


1938 June 
1945 
1948 
1949 March 
June 
September 
December 
January 
541 


Conto riassuntivo del Tesoro, 


(*) explanatory notes No, October 1947 (p. 197) and January-March 1949 (p. 70). 


CO 
Current 
Total Non Total and Total 
ital Total ital expen- ital 
| capita Ten rent capita diture capita 
lire lire lire lire 
3.95 67,185 8.07 67,038 6.05 61,670 
83.29 
12.46 
| 100 
Too 133.5 100 
581 1,936 847.3 635 
728 2,420 799 
820 2,733 1,308.6 
1,561 5,203 2,014.3 1,509 
1,737 5,790 2,190.5 1,617 
1,826 6,087 2,275.8 
1,927 6,423 2,376.9 1,750 


Statistical Appendix 


DEPOSITS AND CURRENT ACCOUNTS ITALIAN BANKS (a) Table 
(millions lire) 


Time and Demand Deposits Current Accounts (b) Total 


the period Amounts Quarterly Index Amounts Quarterly Index Amounts Quarterly Index 

| 


1948 March 601,800 73,284 527,708 108.8 1,129,508 115,619 
September 740,492 89,117 664,620 136.9 143,974 138 
December 805,497 65,005 714,781 147.4 1,520,278 149 


June 860,859 15,683 811,444 1,672,303 52,705 164 
September 949,220 88,361 45,517 176.5 133,878 


(a) The data refer 365 banks (commercial and savings banks) which hold about the total deposits collected all 
Italian banks, 
(b) Interbank current accounts are excluded, 


Source: Bollettino the Bank Italy. 


COMPOSITION ASSETS ITALIAN BANKS, DECEMBER 31, 1948 DECEMBER 31, 1949 (a) 
(millions lire) Table 


New Series (b) 


Amounts outstanding 
Fixed deposits with the Treasury and other Institutions 177,748 207.785 269,664 


Index Numbers: 100 


Fixed deposits with the Treasury and other Institutions 149-4 


100 


deposits and c/a 


738 75.0 76.3 


Fixed deposits with the Treasury and other 11.7 12.8 13.8 14.9 13.6 


data refer 365 banks (commercial and savings banks) which hold about the total deposits collected all 
talian banks, 

The Bank Italy has revised the quarterly series banking assets, beginning from December 1948. For back figures 
(old series) see, Recent Banking Developments Italy, this Review, no. 11, October-December 1949, 230-231. 

(c) Treasury bills and other Government 

Includes: bills hand (portafoglio), contangoes (riporti), advances (anticipazioni), current accounts (conti correnti), loans 
salaries (prestiti pegno contro cessione stipendio), loans (mutui), current accounts with sections for special 
credits con sezioni speciali), credits abroad (impieghi non-Government securities (titoli non Stato). 


Source: Bollettino the Bank Italy, 
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NOTE CIRCULATION, PRICES, WAGES AND SHARE QUOTATIONS ITALY Table 
(Index, 1938= 100) 


Fine gold 


Note Circulation (a) Wholesale prices (c) 


1945 December 389.8 
1947 795.0 5,526 6,196 
| 


2,764 


517 823 3,165 
1,272 982 3,777 
848 
936 3,600 
1,378 995 9,827 
| 


| 
| 


December 970.9 5,696 5,969 
1949 900.2 5,686 
September 963.8 4,910 5,020 


1,809.5 1,055 4,057 
1,347.2 3,981 


(a) End year month. Includes: Bank Italy notes, Treasury notes, and A-M-lire; (b) Bollettino the Bank 
Italy; (c) Bollettino Mensile and dei Prezzi issued the Central Institute Statistics; (d) Business Statistics Centre 
Florence. 


4,980 5.424 
5.426 


PRICES AND YIELDS ITALIAN SECURITIES MAIN CATEGORIES Table 
(annual monthly averages) 


Treasury (quoted the Milan 


Bonds 


Consolidated 
Price Yield Price Yield Price Yield 


Yield 


91.3 781.7 0.54 
73-7 2,235.8 0.48 
1949 5.10 5.89 1,588.1 3.92 
1949 March 104.7 5.16 93.2 6.07 94. 1,809.5 2.56 
June 105.7 97.4 5.81 1,347.2 4:77 
1950 January 107.1 5.04 97.6 5.80 1,579.9 4.85 


Source: Bollettino the Bank Italy. 


1946 105.3 5.13 4.78 
1947 5.72 98.1 
1948 99.4 5.43 85.8 6.60 


1938 100.0 5.40 5.37 100.0 5.17 


WHOLESALE PRICES GROUPS COMMODITIES 


ble 
(Index, 1938=100) 


Raw 
Hides, materials, 


Skins 

Textiles and and 

1947 June 5,329 9,085 6,988 6,796 5,066 

1948 March 5,318 7,720 6,033 6,009 


December 5,696 7,678 5,996 5,712 
1949 March 5,557 6,968 6,205 


June 5,215 6,469 6,004 4,412 
September 6,158 5,772 4,442 
December 4,747 6,054 5,644 


Source: Bollettino dei Prezzi the Central Institute Statistics. 


| | | | i | | | 
raw 
lubri- and goods 
ficants Cement 
products 
— 


Statistical Appendix 


WAGES AND SALARIES ITALY 
(gross retributions inclusive family allowances) 
(Index, 1938=100) 
1949 
March June (c)| Sept. 


Ordinary workers and semi- skilled labourers 5,619 5,618 


Government Civil 


General Index Government Civil Employees 3,260 
(a) Administrative and executive grade. 
(b) Clerical grade. 


(c) The net remunerations have been reduced since April 1949 consequence the special deduction made for financing 
the Fanfani Plan for housing reconstruction (Act No. 1949). 
Source: Bollettino Mensile Statistica, the Central Institute Statistics, 


NATIONAL INDEX LIVING COST 


Year month All Items Foodstuffs Miscellaneous 


1948 March 4,919 6,206 4,387 
4,835 6,111 4,317 

4,910 6,162 4,318 

6,149 4,387 

4,990 6,192 4,489 
September 4,886 4,426 


Source: Bollettino Mensile Statistica, the Central Institute Statistics. 


AVERAGE PER CAPITA QUANTITY FOODSTUFFS AVAILABLE PER ANNUM ITALY (a) Table 


Kg. per capita (annual average) Index numbers 1938 100 
Products 


165,7 165,0 82,6 89,9 98,5 

11,6 11,5 89,6 99,1 

42,2 38,7 78,7 91,7 
Fresh and 42,2 46,2 109,4 
Meat 17,8 14,7 65,7 76,4 82,6 
Oil and 13,2 13,4 84,1 


Domestic production, plus imports, less exports. 
Source: Report Italy’s Economic Situation, submitted the Parliament the Minister the Treasury, January 30, 1950. 


Table 
Dec. Feb. 
1 
| 1 
| 
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UNEMPLOYMENT ITALY CLASSES (a) 


Employed Young people 
persons and under ex-| Unemployed 
End period pensioners secking servicemen formerly 
seeking other job employed absolute Index which 


1948 77,781 193,810 1,175,425 1,752,187 609,205 
1949 March 92,073 205,261 395,821 1,440,338 2,133,493 656,596 
June 83,637 180,406 353,287 1,198,438 1,815,768 103.6 600,483 
September 79,107 159,319 344,801 1,139,348 1,722,575 98.3 
October 79,580 350,905 1,741,019 99.4 575,507 
November 84,083 163,925 371,172 1,840,256 
December 88,833 405,268 1,387,595 2,055,606 630,200 
1950 94,244 175,677 418,718 1,420,591 2,109,230 


(a) See Explanatory Notes this Review (pag. 71, Unemployment »). 
Source: Ministry 


UNEMPLOYMENT ITALY ECONOMIC SECTORS (a) 


= : = 


Transports and Trade, Credit Miscellaneous 


icul 
Agriculture Industry and Insurance Industries 


Employees 


Thous- Thous- Thous- 
ands ands ands 


1949: 


January 387.51 18.4 


| 
1950: 


(a) See totals Table column 
Source: Ministry Labour. 


MIGRATORY MOVEMENT FROM 1946 1949 Table 


Continental Europe Countries 


Index No. Per 100 


(a) Provisional data. 
Source: Report Italy’s Economis Situation, submitted the Parliament the Minister the Treasury, January 30, 


Table 
ands 
20.4 84.29 
Total 
Year 
1947 98.2 62.1 60.0 37-9 158.2 323 0.35 
43-9 155-0 77-9 198.9 406 0.43 
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INDEX NUMBERS AGRICULTURAL AND FORESTRY PRODUCTION ITALY: 1947-1949 


Agricultural 


Cereals 

Legumes 

Potatoes fresh 
Industrial plants 

Tree bush fruit crops 
Products 1st processing: plants 
Products processing: animal 


Forestry products: 


Woody 
Non-woody 


General Index number agricultural and forestry production 


(a) Provisional data. 
Source: Report Economic Situation, submitted the Parliament the Minister the Treasury, January 30, 1950. 


ITALY’S PRINCIPAL AGRICULTURAL PRODUCTS Table 


Production Surface Production Production 


Source: Bollettino Mensile Statistica, the Central Institute Statistics, 


Description 


1948- 1934-39 100 


7,923 
11,608 106.9 
3,757 
11,276 102.4 


Swine 
Sheep goats 
Cattle 


Total big head (a) 


(a) big head head cattle, horse, pigs, sheep. 
Source: Report Economic Situation, submitted the Parliament the Minister the Treasury, January 30, 1950. 


Table 
| 
90.1 
Products 
| | | | | 
| 
wey = = 
| | 
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ITALIAN INDUSTRIAL PRODUCTION INDEX (a) 
(unadjusted monthy average 1938=100) 


Manufactures 


General Electric 
Year month Minin 
Index Che- leum Non Power 


and metallic 
urgy 
pro- ores 
cts 


micals 


1947 Average 134 
March 119 
June 100 154 


September 93 I 
December 137 


137 
June 158 
September 107 160 
December 150 


1949 Average 101 135 
March 118 
June 120 158 
September 108 132 
December 142 


1950 Average 


January 99 149 
February 104 134 


(a) give this Table the Italian industrial production indexes with base 1938=100 calculated the Central Institute 
Statistics and published for the first time the April 1949 issue the Monthly Bulletin Statistics. These data are 
considered merely indicative; see also the article Index Numbers Industrial Production and Capitalisation 
Italy, issue No. this Review, 118 seq. 


Source: Bollettino Mensile Statistica. 


Table 


ITALIAN CONSUMPTION SOLID AND LIQUID FUELS, ELECTRIC ENERGY AND NATURAL GAS 
(Bituminous Coal Equivalent thousands metric tons) (a) 


1949 
Description 


Coal and lignite: 948 

Electric Energy: 1,306 

Grand Total: 2,706 

Index Numbers Grand Total: 


(a) 1.00 metric ton bituminous coal metric ton anthracite 1.33 metric ton Sulcis and Triassico 1.42 metric ton 
Lignite 4.77 metric tons Xiloide Lignite 0.57 metric ton petroleum products 1.0 petroleum coke 1.176.50 kwh 
667 cubic meters natural 

Pratically all the crude processed Italian refineries imported. Consequently, petroleum products have all been 
considered imported. 


Source: Statistical Bulletin the Special Mission Italy. 


Table 
March une Dec. 
860 855 
100 
760 
595 57° 
1,004 1,073 
995 1,056 
25543 
1,126 
1,346 1,352 
106 108 
112 119 
100 
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PRODUCTION SOME ITALIAN INDUSTRIAL BRANCHES 
(annual averages) Table 


Production Numbers, 
Industries 


1947 1948 1947 1948 1949 


Petroleum (thousands tons) 
Natural gas (millions m3) 
Marble (thousands tons) 


Electric 


Electric power (hydraulic and millions 
Iron Industry: 

Pig-iron (thousands tons) 

Crude steel (thousands tons) 

Engineering Industry: 

Automobiles (number) 

Trucks 

Railway carriages (number) (a) 

Sewing machines (number) 

Typing machines (number) 
Chemical Industry: 


Sulphuric Acid (thousands tons) 
Sodium Carbonate (thousands tons) 
Caustic Soda (thousands tons) 
Phosphate fertilisers (thousands tons) 
Nitrogenous fertilisers (thousands tons) 


Textile 


Yarn Production (thousands tons) 

Fabric Production (thousands tons) 
Wool: 

Yarn Production (thousands tons) 

Fabric Production (thousands tons) 

Artificial Fibres (thousands tons) 


10.5 99.54 69.69 69.69 


77,545 
8,779 
4330 
678 87,625 


239-0 170.6 71.38 


124.8 78.9 63.22 


(a) Passenger and freight cars. 
Source: Bollettino Mensile Statistica, the Central Institute Statistics, 
Monthly Statistical Bulletin, the Special Mission Italy. 


NATIONAL INCOME 1947, 1948 AND 1949 


1938 1949 
Current Current Current 1938 Current 
Lire Lire Lire 


_ 


Plus: Income from abroad and 3-55 252 4-63 


(a) Current lire have been converted 1948 lire the basis the wholesale price index compiled Central Institute 


Source Report Italy’s Economic Situation, submitted the Parliament the Minister the Treasury, January 30, 


T 
130.30 
102.17 
109.02 107.20 
86.30 85.47 
129-45 
6,043 134-32 
560 10.83 
7,503 145-15 


Countries 


IMPORTS 
Sterling Area Total 
Main Countries: 
Australia 
United Kingdom 
South Africa 
India 
Pakistan 
British Malaya 
New Zealand 
Ethiopia 
Hong Kong 
Italian Colonies 
Dollar Area Total 
Main 
United States 
Brazil 
Canada 
Chile 
Mexico 
Uruguay 


Venezuela 
Cuba 
Peru 


Countries 


Continental O.E.E.C. Countries 


Germany 
Switzerland 
Belgium-Luxemburg 
France 
Austria 
Sweden 
Netherlands 
Denmark 
Norway 
Turkey 
Greece 
Portugal 


East Europe Total 


Poland 
Yougoslavia 
Czechoslovachia 
Hungaria 
Bulgaria 
Rumania 


Other Countries Total 


Argentina 
Neged 
Spain 
Tunisia 
Belgian Congo 
Morocco 

Finland 
Palestine 


Banca Nazionale del 


IMPORTS COUNTRIES, 


(millions lire) 


1,869.9 


215.7 
727.5 
178.7 
105.3 
256.5 
256.5 
209.5 

32.5 

66.0 


176.4 
1,925.8 


1,338.4 
139.1 


4,672.5 42.10 
376.5 3.39 
174-6 1.37 
254.2 2.29 
(a) 
1.90 
135.6 
42.4 
121.7 1.09 
189.6 1.70 
94.7 0.84 
55.8 0.49 
1,282.7 11.56 
320.2 2.89 
154.9 1.40 
254-1 
6.8 0.06 
189.5 
103.7 0.92 


1,522.2 
274.1 2.47 
38.4 0.35 


68.9 0.61 
0.33 
0.85 
0.02 | 


822,8 32.4 


| 
| 


8,212.6 


2,253.4 
5,328.4 
154.1 
4,122.5 


309,613.8 
19,048.0 
16,899.0 

8,230.5 
3,561.7 
4,325.1 
1,594.6 


(153,706.7) 
17,585.2 


10,972.3 

9,879.5 


4,896.7 


5,076.5 
5,904.6 
2,994.1 


10,065.9 


2,236.0 

917.8 
1,268.2 


129.4 


152,446.8 


9,936.1 
2,252.9 


3,856.7 
2,411.2 


807.5 


1,226.9 


Lavoro 


1938, 1948 AND 1049 


Table 


100.00 
15.04 


3.35 
1.62 
1.00 


2.16 


0.70 
0.27 
0.65 
0.88 
0.01 
0.50 


46.37 


2.31 
2.07 
1.00 
0.43 
0.53 
0.19 

0.94 
0.15 


(18.77) 
15.28 


2.14 
3.06 
1.53 
1.33 
1.47 
0.59 
0,62 
0.72 


1.18 
0.27 
0.01 


18.62 


12.54 | 
2.10 


0.43 
0.27 


0.47 
0.29 
0.09 
0.14 


48,120.8 


34,324.9 
2,509.5 
8,212.1 
3,375.3 
1,906.2 


1,724.4 


534,2 
6,907.4 


6.703.1 


5,303.5 
5,341.9 
2,643.5 


969.2 


(211,795-8) 


26,020.9 


26,342.6 
21,372.8 


18,814.0 


10,686. 


7,531-8 


5,497.9 
3,302.8 


9,065.8 


9,967.6 
3,000.6 


1,783.8 


744.6 


120,040.1 


13,396.8 
4,341.9 


3,743-9 


2,254.4 
40.0 | 


increase 


1949 
1948 


21.42 


45.12 
24.65 


decrease, 


| 


| 
} 


42.65 
49.78 


64.22 


76.08 
246.65 
67-55 
6.83 


2.60 


23.51 
23.51 
85.67 
25-52 
13-77 
14.05 
112.86 
3.45 
161.29 
49.29 
22.46 
37.63 
11.08 
34-95 


15-74 


6.86 


345.78 


21.7 
14.06 


672.33 


21.06 


56.3 
3.10 


10.42 
107-54 
11.52 


96.74 


34.82 


(a) These percentages have been calculated the totale exclusive the trade with Italian 


(b) Included Germany. 


(26.01) 


Srl 


wan 
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ITALY’S EXPORTS COUNTRIES, 1948, 1948 AND 1949 
(millions lire) Table 


increase 
Countries 1938 (a) 1948 1949 
1948 


Main Countries 


45-4 0.54 3,665.6 0.64 6,903.8 88.34 
British West Africa 23.3 0.27 2,627.4 0.46 4,884.1 85.59 
South Africa 92.9 1.16 3,382.1 48.84 
Malta 21.0 0.25 0.58 3,027.6 9.58 
Aden 1.6 0.01 1,820.9 0.32 2,228.7 22.39 
Main Countries: 
Venezuela 43.0 0.52 669.7 1.17 5,985.5 10,26 


(a) These percentages have been calculated the totale exclusive the trade with Italian Colonies. 
(b) Included Germany. 


} 

| 

9 
8 


+ 


